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FOREWORD 


This report, which covers the third and fourth years of the 
Brookings Institution's six-year monitoring study of the continuing 
evolution of the Community Development Block Grant Program at the 
local level, should be of considerable interest to policy-makers 
and academic researchers alike. 

The substance cannot be summarized in a foreword, nor should 
it be attempted. It is heartening, however, to be able to report 
that the study confirms some of our hopes: that although HUD's 
monitoring of local decision-making has increased, decentralization 
of decision-making "continued to be the dominant process charac- 
teristic of the third and fourth years" of the program. It also 
confirms that, as the result of HUD's insistence on targeting, the 
level of benefits to lower- income groups has increased. 

Fred Eggers, Director, and Harriet Newburger of the staff of 
the Office of Policy Development and Research's Division of Eval- 
uation have overseen this study for HUD; their effectiveness has 
strengthened an already valuable report. 
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Secretary 
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Chapter 1 


INTRODUCTION 


During its first 2 years, the theme of the community 
development block grant (CDBG) program was decentralization. 
In our second report on the program, we said, "There has 
been significant decentralization of substantive decision- 
making, with local officials exercising more control over 
community development policy than they did under the cate- 
gorical program. It is too soon, however, to make a final 
judgment on the extent of decentralization."! We also noted 
that during the second program year there was evidence that 
the Federal Government was beginning to take a more active 
role in guiding program decisions. This report on the third 
and fourth years of the program picks up at that point. 

With the coming of the Carter administration in early 
1977, when many jurisdictions were submitting third-year 
applications, there were clear signals from the Department 
of Housing and Urban Development (HUD) that HUD officials 
were going to look more closely at local programs, especially 
at the distribution of "targeting" of benefits to lower in- 
come groups. Just a month after taking office, the new HUD 
Secretary, Patricia R. Harris, told a House subcommittee: 

We will expect communities to direct development 
and housing programs toward low- and moderate-income 
citizens. I do not consider this to be just an objec- 
tive of the block grant program; it is the highest pri- 
ority of the program, and we in the federal government 
must see to it that the thrust of the program serves 
that objective. 2 


1. Paul R. Dommel, Richard P. Nathan, Sarah F. 
schutz, Margaret T. Wrightson and Associates, Decentralizing 
Community Development , Department of Housing and Urban Devel- 
opmen€ (Washington , D.C.: Government Printing Office, 

June 2, 1978) , p. 11. 

2. Housing and Conmxanity Development Act of 1977f 
Hearings Bilorr‘‘'Efie“fKitfS5^ubc6mirdttee on Housing and Cep- 
munity Development of the Committee on Banking, Finan^gf and 
Urban Affairs, 93d Cong., 1st sess. (1977), pt. 1, p- 9. 




As a result of this targeting policy emphasis, a conflict 
emerged between that programmatic goal and the process- 
oriented goal of decentralized decisionmaking. This con- 
flict between CDBG goals led to tension both between HUD and 
some local officials and between HUD and several important 
members of the House of Representatives. Chapter 2 dis- 
cusses this issue. 

In selecting the theme for this report, we considered 
decentralization revisited, recentralization, and targeting. 
We chose targeting because it was the central policy issue 
during the third and fourth years of the program as well as 
the area that our monitoring research indicated is the direc- 
tion of the CDBG program at the local level. Although this 
report describes the third and fourth years of the CDBG pro- 
gram, in several sections the data and discussion cover the 
first 4 years of the program to show the important trends 
since the program began in 1974. 


Monitoring Method and Sample 

The CDBG research, started in spring 1975, is one of 
three monitoring projects being carried out by the Monitor- 
ing Studies Group, a unit of the Governmental Studies Pro- 
gram at The Brookings Institution. Two reports on the CDBG 
program have been published, covering the first and second 
program years . 3 


Methodology 

The monitoring methodology involves a national network 
of resident observers, primarily political scientists and 
economists, who study an agreed-upon set of process and pro- 
gram issues in communities where they live or in nearby com- 
munities with which they are familiar. The field associates 
base their analysis on available government data, budget and 
program data, and interviews with key officials and partici- 
pants in the decisionmaking process. The central staff 
maintains contact with the associates, reviews and codes 
the field data, and conducts the overall analysis. The 


3. Richard P. Nathan, Paul R. Dommel, Sarah F. Lieb- 
schutz, Milton D. Morris and Associates, Block Grants for 
Community Developmeflt , Department of Housing and Urban De- 
velopment (Washington , D»G.; Government Printing Office) , 
January 1977; also Dommel et al. , Decentralizing Community 
Development. 


2 



monitoring approach involves an on-the-scene , longitudinal 
analysis by experienced field observers who operate within 
a uniform analytical framework. 

An important feature of the monitoring methodology is 
the research conference, where the central staff and the 
field associates discuss the principal policy issues to be 
studied and develop the final field analysis form (appendix 
1) . The conference for the third round of CDBG monitoring 
was held on April 27-28, 1978, in Washington, D.C. The 
field research was done during the summer of 1978, and asso- 
ciates submitted their reports in the fall. 

To be most effective, monitoring research must begin 
with the start of a program and continue over several years 
with periodic field observations. HUD contracted with 
Brookings to monitor the CDBG program for a 6— year period, 
beginning with the first program year in 1975 and running 
through the sixth program year in 1980. The fourth and 
final report, covering the fifth and sixth program years, 
completed in 1981. This longitudinal approach has 
made it possible to introduce important changes in research 
methodology and in the policy focus of the reports. 

As discussed in chapter 7, one of the major changes 
made in our research was the way we measured benefits to 
low- and moderate- income groups. At the policy level, the 
longitudinal approach has allowed us to focus the research 
on different policy issues as they emerged and to examine 
the effects of those policy changes at the local level. In 
the period covered by this report, important policy changes 
have resulted from the change in administrations in 1977, 
the amendments of the CDBG law in the same year, and the 
major revisions of the program regulations in 1978. 


Sample 


The field research is based on observations in 61 jur- 
isdictions selected to take into account a mix of character- 
istics: (1) type of recipient — central city, satellite city, 

urban county, nonmetropolitan jurisdictions; (2) regional 
location; (3) population size; (4) income level; and (5) pre- 
vious categorical grant experience. Appendix 2 lists the 
full sample. 


Because we had 
graphically ■ so that 
or more units , we could not use 


to cluster the sample jurisdictions geo- 
one field associate could report on two 
random sampling procedures. 


Although the saiiple is upt designed tb be statistically 
resentatiye" of- ^ ■ ■■■-- ■ 


participating in the 


rep- 
natibnal 
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program, it is considered to be sufficiently diverse to pro- 
vide a good picture of major trends in the CDBG program. It 
should be noted, however, that the sample is weighted toward 
the larger jurisdictions. In the fourth program year, the 
61 sample jurisdictions received $878.9 million, or 23.4 per- 
cent of the total program funds. 

Table 1-1 groups the sample jurisdictions by type of 
jurisdiction and previous categorical experience; table 1-2 
shows regional distribution; table 1-3 shows the sample by 
population size. 


Major Issues and Findings 

In the following chapters we will discuss the major pro- 
gram and process effects of the CDBG program. To set the 
context for the report, chapter 2 summarizes legislative and 
regulatory issues that influenced CDBG policy and programs 
in the third and fourth years, particularly the issue of tar- 
geting benefits to lower income groups. Chapters 3 and 4 
examine intergovernmental issues and the structure of local 
decisionmaking processes. Chapter 5 discusses local program 
allocations and trends. 

Targeting benefits to the low- and mode rate -income 
groups is the subject of chapter 6, which also presents data 
on the allocation of CDBG funds to areas having communities 
with high concentrations of minority populations. Chapter 7 
focuses on program execution findings and looks ahead to the 
final Brookings monitoring report. 

Here are the major findings of this report: 

First, the role of HUD in local decisionmaking expanded 
substantially during the third and fourth program years. HUD 
has assxamed a more active role in substantive decisions, par- 
ticularly decisions about the targeting of CDBG program bene- 
fits. These shifts in HUD-local relationships are more evi- 
dent in suburban jurisdictions — satellite cities and urban 
counties — than in central cities (see chapter 3) . 

Second, although the HUD role has increased, the decen- 
tralization of CDBG decisionmaking observed during the first 
2 years continued to be the dominant process characteristic 
during the third and fourth years. Since the second year, 
there has been a tendency at the local level toward greater 
dispersion of influence over local program decisions among 
local executive officials and other participants, particu- 
larly citizen participants. This growing citizen role is 
the result of increased citizen sophistication and program 


4 



Table 1-1. Type of Jurisdiction and Level of Pre-CDBG Grant 
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experience as well as HUD's neighborhood targeting policy, 
which encourages neighborhood-based participation (see 
chapter 4) . 

Third, at the program level there is a trend toward allo- 
cating a larger share of funds for packaging physical devel- 
opment and service activities to upgrade neighborhoods. This 
trend is most evident in suburban cities, which have tended 
to shift from general development activities to neighborhood- 
oriented programs. Increased neighborhood targeting appears 
to be the result of a greater HUD involvement in program de- 
sign (see chapter 5) . 

Fourth, housing remains the single largest activity 
under the block grant program. Allocations to continue urban 
renewal projects have further declined, but there has been a 
substantial increase in economic development activities; how- 
ever, this remains one of the smallest program categories. 
Although social services and social service facilities have 
remained relatively constant in percentage terms over the 4 
years, the amount of dollars going to this category has gone 
up because of the larger amount of total program funds and 
the effects of the dual formula in some sample jurisdictions 
(see chapter 5) . 


Finally, primarily as a result of HUD policy to direct 
more benefits to lower income groups, the level of such bene- 
fits has gone up in the sample jurisdictions. The greatest 
benefit increases have been in the suburban cities, where HUD 
involvement in the benefits issue has been greatest. As a 
result, the level of benefits to lower income groups in the 
41 jurisdictions of the benefits sample (central and satel- 
iite cities only) increased from 54 percent in the first year 
to 62 percent in the fourth year. There has been a substan- 

Ihii iu number of jurisdictions allocating less 

than half of their program benefits to low- and moderate- 

jurisdictions 

JiiS ^ ^ ^ u percent of their benefits to lower in- 

come groups; by the fourth year, only 4 jurisdictions weL in 
this category (see chapter 6). 
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Table 1-2. Regional Distribution of Sample Jurisdictions 


Region 

Number 
in sample 

Percentage 
of sample 

Percentage of 
all entitlement 
jurisdictions^ 

Northeast 

16 

26 

.2 

9.2 

Midwest 

16 

26 

.2 

8.4 

South 

15 

24 

.6 

7.1 

West 

14 

23 

.0 

9.8 

Total 

jurisdictions 61 

100 

.0 

8.5 

Source : From U . S . Census 

Bureau 

data. 


a. The nine nonmetropolitan 

jurisdictions are excluded 

Table 1-3 . 

Distribution 

of Sample by Population Size 

Population 

size 

Number 
in sample 

Percentage 
of sample 

Percentage of 
all entitlement 
jurisdictions 

More than 1 

,000,000 

7 

11.5 

87.5 

500,000 to 

1,000,000 

11 

18-0 

36.1 

250,000 to 

500,000 

11 

18.0 

13.7 

100,000 to 

250,000 

9 

14.8 

7.4 

Less than 100,000 

23 

37.7 

3.8a 

Total jurisdictions 

61 

100.0 

8 . 5 a 

Source: From U.S. Census 

Bureau 

data. 



a. The nine nonmetropolitan jurisdictions are excluded. 
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CHAPTER 2 


THE CHANGING LEGISLATIVE AND ADMINISTRATIVE SETTING 


During the third and fourth years of the CDBG program, 
significant changes occurred in the legislative and admin- 
istrative setting of the program. Several of these changes 
involved the allocation of Federal resources, both among re- 
cipient jurisdictions and within them. The use of the dual 
formula called for in the 1977 amendments improved the tar- 
geting of block grant funds to the older, declining cities. 

New HUD policies, developed in 1977 by Secretary Harris and 
Assistant Secretary for Community Planning and Development^ 
Robert C. Embry, Jr. , were aimed at changing the distribution 
of benefits within jurisdictions through more social and geo- 
graphic targeting of local CDBG activities . Other legisla- 
tive and regulatory changes sought to expand citizen partici- 
pation in local CDBG decisionmaking, improve the planning and 
formulation of local goals in the housing assistance plans 
(HAP's), and expand the eligibility of economic development 
activities . 

This report discusses how these efforts influenced lo- 
cal decisionmaking procedures and program decisions. To put 
our findings for the third and fourth years within the proper 
policy context, this section reviews the major legislative 
and administrative changes that occurred in the CDBG program 
since early 1977. As noted, the principal effects of the leg- 
islative and regulatory changes involved three aspects of tar- 
geting — formula, social, and geographic. 


Targeting 


The CDBG program has two levels of targeting. The first 
is inter jurisdictional or formula targeting, which is related 
to the entitlement and formula allocation system. The second 
is intra jurisdictional targeting , which refers to the distri- 
bution of activities and benefits within a community . Intra- 
jufisdictional targeting has two aspects: (1) the distribution 

of benefits to lower income groups, a principal legislative ob- 
jective; and (2) the geographic distribution of activities rel- 
ative to the areal concentration or spreading of projects.^ Al- 
though these two aspects of targeting have different definitions. 
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income and geographic targeting are closely related in opera- 
tion because increasing benefits to lower income groups fre- 
quently results in geographic concentration of activities; 
conversely, increasing geographic funding often means greater 
benefits for lower income groups. 


Formula Targeting 


Under the 1974 formula, which was based on population, 
overcrowded housing, and poverty (double weighted) , many of 
the more seriously distressed communities faced deep cuts 
in block grant allocations by the sixth program year, when 
the formula system would be fully implemented. Consequently, 
when the CDBG program came up for renewal in 1977 the admin- 
istration and many members of Congress supported a change in 
the allocation formula that would increase the targeting of 
Federal funds to older, declining cities. 

The 1977 amendments adopted a dual formula, which took 
effect in the fourth year and greatly increased the alloca- 
tion of funds to many jurisdictions, particularly the declin- 
ing central cities of the Northeast and Midwest.! For cities 
that had done well under categorical grants, the dual for- 
mula either reduced the losses that would have occurred when 
the hold-harmless entitlements ended in the sixth year or 
resulted in more money than they had received under the cate- 
goricals.2 Under the dual formula approach, a second alloca- 
tion formula was adopted based on the age of housing (as a 
proxy for community age), poverty, and population growth lag. 
The dual formula system provided that each jurisdiction was 
to receive the higher allocation of the two formulas; thus, 
no jurisdiction's formula entitlement would be less than the 
amount received under the original formula. The added cost 


1. For a full discussion of the formula change and its 
impact, see Dommel et al.. Decentralizing Community Develoo- 
itient , chapter 2. ; — 


2. Under the hold-harmless provisions of the law, for 
he first 3 years of the program communities received the 
9^ant amount as their average grants between the years 
iybb-72; in the fourth year entitlement cities were phased 

difference between the formula and 
fifth year there was another 
ird reduction; and in the sixth year a city would re- 
ceive Its formula entitlement . 
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of this system was fiinded by increasing the overall program 
authorization and by diverting discretionary funds from small 
metropolitan communities with less than 50,000 population to 
the older, declining entitlement cities. 

The first and second Brookings monitoring reports ana- 
lyzed the evolution and adoption of the dual formula concept 
in detail, so we will not repeat the discussion here. It is 
worth noting, however, that several jurisdictions in the mon- 
itoring sample received more money under the dual formula in 
the fourth year. Chapter 5 discusses the effects of the 
added funds in those jurisdictions. 


Social Targeting 


Social targeting refers to the objective of the CDBG law 
that seeks to direct benefits to lower income groups. Social 
targeting provisions appear in two portions of the Housing 
and Community Development Act of 1974. Section 104(b) (2) re- 
quires that participating jurisdictions give "maximum feasi- 
ble priority to activities which will benefit low- and mod- 
erate-income families or aid in the prevention of slums and 
blight." Section 101(c) mandates that projects benefit 
"principally persons of low and moderate income." The pres- 
ence of social targeting objectives in the legislation, and 
the language in which they were cast, resulted primarily from 
the work of the Senate Committee on Banking, Housing, and Ur- 
ban Affairs. Although these terms provided the legislative 
basis for social targeting, they were not defined in the law, 
leaving it to program administrators to establish operational 
meanings . 

An earlier version of social targeting legislation — the 
Better Communities Act — was submitted by the Nixon adminis- 
tration to the Congress in early 1973. The act emphasized 
decentralization and permitted local officials "to use [ the 
funds] with broad discretion in light of their evaluation of 
their own community development needs. . . ."3 Other than 
decentralization — in which the categorical grant programs 
were to be replaced by "a simple, more certain, and more ex- 
peditious system" of Federal aid — the act did not state any 
national objectives. 4 


3. H.R. 7277 (Better Communities Act), 94th Cong., 1st 
sess. , sec. 2 (a) (3) . 

4. Ibid., sec. 2(b). 
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The Senate, acting first on the legislation as proposed 
by the Nixon administration, made major revisions in the na- 
tional objectives; It eliminated the decentralization lan- 
guage and substituted a series of national objectives that 
included the social targeting language. In reporting out the 
legislation in February 1974, the Senate committee stated that 
the program's primary purpose ^^ras "the development of viable 
urban communities by provision of decent housing, suitable 
living environments and expansion of economic opportunities , 
principally for persons of low and moderate income "5 (empha- 
sis added). To give meaning to this general objective, the 
committee set a 20-percent limit on program expenditures 
"which are not intended to be of direct and significant ben- 
efit to families of low or moderate income, or to areas which 
are blighted or deteriorating, unless the Secretary finds mod- 
ification of this limitation necessary to meet urgent commu- 
nity needs."® The bill passed the full Senate in May 1974 
with the targeting language intact. 

The House bill, reported out in June 1974, took a posi- 
tion between the administration and Senate versions. The 
House bill _ combined both decentralization and some broadly 
stated national housing and community development goals. 
Choosing to stress local control, the House version contained 
no language on social targeting, and no change on this point 
was made on the House floor. As a result, the two bills that 
went to conference contained divergent views on decentraliza- 
tion and program goals. 

In conference, the House and Senate joined their state- 
ments on national goals, and the agreed-upon version contained 
both the broad House language and the more specific Senate na- 
tional objectives. The final product went well beyond what 
the Nixon administration had proposed. 

In the conference bill and the law signed by President 
Ford on August 24, 1974, the "principally benefits" language 
was included in three of the specific objectives of the act. 

The Senate did not succeed, however, in retaining the 20- 
percent spending limit for activities that did not directly 
or significantly benefit lower income persons or deal with 
blighted areas. Instead, the law includes the more general 
language that a local CDBG program must "give maximum feasi- 
ble priority to activities which will benefit low— or moder— 
^^^“^^come families or aid in the prevention or elimination 
of slums or blight." 


5. Housing Act of 1974, S. Rept. 93-693, p. 48. 

6. Ibid. 


12 



Two general points can be stated about the legislative 
outcome in 1974: (1) The Senate succeeded in inserting into 

the law a social targeting objective that neither the Nixon 
administration nor the House had included, and (2) although 
social targeting became an important focal point for subse- 
quent analysis and evaluation of the program, it was not the 
only nationally established policy objective — prevention of 
slums and blight remained legislatively a coequal objective, 
and a third coequal objective was that block grant funds 
could be used for certain urgent community needs. 

Early Implementation of Social Targeting . In implement- 
ing the new law, the initial HUD regulations established the 
following definition of low and moderate income: 

"Low and moderate^ income families" or "lower in- 
come families" means families whose incomes do not ex- 
ceed 80 percent of the median family income of the 
area. . . . ^ 

The regulations did not define " area , " but HUD adopted the 
median family income in the metropolitan area as the bench- 
mark for determining the low- and moderate- income level. Al- 
though not part of the definition of the regulations, for its 
own analysis HUD defined low income to mean less than 50 per- 
cent of the metropolitan median and moderate income to be be- 
tween 51 percent and 80 percent. 

HUD did not define quantitatively the meaning of the 
terms "maximum feasible priority" or "principally benefits." 
Consequently, there was no floor or ceiling to guide a commu- 
nity nor an objective measure against which to evaluate a 
community's social targeting results- Thus, at the Federal 
level, the amount of social targeting desired became a matter 
of the policy preference of those administering the program. 
In the beginning, HUD required only that local officials cer- 
tify that their CDBG program gave maximum feasible priority 
to activities that benefited low- or moderate-income families 
or helped prevent or eliminate slums or blight. 

In several cases, however, HUD area administrators felt 
a need to "look behind" the local certification. In its re- 
search, Brookings reported a number of cases in which HUD 
area offices challenged a community's allocation plans and 
required changes to achieve more low and moderate spending. 
For example, Greece, N.Y. , allocated most of its CDBG grant 


7. Federal Register, vol. 40, no. 11, pp. 24694-95, 
sec. 570.3(0). 
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in the first year for land acquisition for a drainage basin, 
an activity that benefited predominantly middle and upper in- 
come property owners. During the first year of perfoirmance 
monitoring, HUD area officials objected to this funding and 
urged town officials to give more attention to the community's 
lower income residents. HUD stressed that Greece should use 
CDBG funds for housing rehabilitation and that the funds 
should be spent in a concentrated target area. In the second 
year, the town included a housing rehabilitation program and 
began various improvernents in older neighborhoods. 

In short, early in the program some HUD area offices be- 
gan to challenge communities on the social targeting of their 
programs. In other instances, HUD administrators paid little 
attention to social targeting when reviewing local program 
proposals. 

The social targeting issue reached the legislative agen- 
da during the first Senate oversight hearings on the CDBG 
program in August 1976 , after two annual cycles of local CDBG 
planning and application. The National Association of Hous- 
ing and Redevelopment Officials (NAHRO) reported that a sub- 
stantial portion of the benefits had not gone to lower income 
groups in the first year, and that the share of block grant 
funds to these groups had dropped in the second year. 8 in 
testimony before the committee, other organizations, such as 
the Southern Regional Council, criticized local uses of CDBG 
funds for tennis courts and other amenities in higher income 
residential areas. 

New Administration and New Policy . Just 1 month after 
President Carter's inauguration, HUD Secretary Harris went 
before the House Subcommittee on Housing and Coinmunity Devel- 
opment and said that she intended to administer the law to 
give more emphasis to the social targeting provisions. In 
part, her position reflected concern about reports by both 
HUD and NAHRO of a downward trend in low- and moderate- income 
benefits. Secretary Harris told the subcommittee: 

We will expect communities to direct development 
and housing programs toward low and moderate income 
citizens. I do not consider this to be just an objec- 
tive of the block grant program — it is the highest pri- 
ority of the program, and we in the federal government 


8. Community PevelopAient Block Grant Program , Hearings 
Before the Committee on Banking, Housing, and Urban Affairs, 
U.S. Senate, 94th Cong., 2d sess. , August 1976 , pp. 200-237. 
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government must see to it that the thrust of the 
program serves that objective. ^ 

This statement was followed in April by a directive from 
Assistant Secretary Embry to the CDBG field staff emphasizing 
hud's intention to push hard on social targeting. 

One of the major initiatives that the Secretary 
wants to begin immediately is the orientation of 
hud's efforts toward the achievement of statutory 
■ objectives, particularly those objectives that speak 
to the interest of low- and moderate-income people. 

The various program requirements should there- 
fore be interpreted in light of the statutory objec- 
tives, particularly the objective of providing de- 
cent housing and a suitable living environment and 
increased opportunities principally for persons of 
low and moderate income. 10 

Thus, early in the new administration HUD officials 
made it clear they intended to emphasize social targeting; 
this attitude changed the administration-congressional aline- 
ment on the social . targeting issue. The Nixon and Ford ad- 
ministrations had taken the House position; the Carter admin- 
istration significantly altered this by adopting a policy 
that alined it more closely with the Senate position calling 
for more direct social targeting. The dispute in Congress 
was reopened later in 1977 when it considered legislation to 
extend the program through fiscal year 1980. 

Two days after the Embry directive was issued, Secretary 
Harris told the Senate committee that HUD was changing its 
focus from procedural review to substantive review of commu- 
nity applications. "The basic administrative machinery is 
now in place. It is time to determine if the funds are being 
spent to carry out a clear strategy; Are they being used 


9 . Housing and Community Development Act of 1977 , Hear- 
ings Before the Subcommittee on Housing and Community Devel- 
opment, Committee on Banking, Finance, and Urban Affairs, 
House of Representatives, 95th Cong., 1st sess., part 1, 
February 1977, p. 9. 

10. Memorandum, Robert C. Embry to HUD field staff in- 
volved in CDBG program, "Management of the Community Devel- 
opment Block Grant Program," Apr. 15, 1977. 
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primarily to benefit low- and moderate-income persons? 

She stated that HUD officials reviewing applications were be- 
ing directed to seek more thorough, detailed verification be- 
fore giving approval. 

To give HUD's efforts increased leverage with local of- 
ficials, the Senate committee approved a significant change 
that allowed the Secretary to reject a local application if 
it did not give "specific regard to the primary purpose of 
principally benefiting persons of low- and moderate-income. "12 

In the House-Senate conference, however. House conferees 
took issue with the new language because it made only the so- 
cial targeting objective the basis for rejecting an applica- 
tion, leaving out the objectives concerning slums and blight 
and other urgent community needs. The result was a compromise 
that retained the Senate language defining the basis for re- 
jecting an application but that expanded the definition to 
cover all three national objectives, thus giving no clear 
preference to the "low and moderate" language. 

One change that the Senate obtained concerned the term 
"maximum feasible priority." In the 1974 law, maximum fea- 
sible priority was to go to activities benefiting "low- or 
moderate-income" families (emphasis added) . There was con- 
cern that some communities were us. g the "or" to target on 
moderate- income groups while ignoring low-income groups. Con- 
sequently the Senate committee chtnqed the sentence to read 
"low- and (emphasis added) moderat income. " The House ac- 
cepted this change. The Senate also included, and the House 
accepted, a change in the housing assistance plan provisions. 
The new version stated that "in the case of subsidized reha- 
bilitation, [there must be] adequate provisions to assure that 
a preponderance of persons assisted should be of low- and 
moderate income . . . . " 

Overall, the Senate succeeded in getting language with a 
stronger social targeting thrust but failed to give social 
targeting priority over coequal objectives. With the approv- 
al of the new law on October 12, 19 77, the focus turned to 
HUD's implementation of the revised law. 


Housing and Community Development Legislation of 
1977 , Hearings Before the Committee on Banking, Housing, and 
Urban Affairs, U.S. Senate, 95th Cong., 1st sess., Apr. 18, 
1977, p. 114. 

12. Housing and Community Development Act of 1977, S. 
Kept. 95-175, May 16 , 1977, p. 12. 
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Two weeks after President Carter signed the law, HUD 
issued proposed new regulations, including its plans for so- 
cial targeting. In its proposed regulations, HUD took the 
position that 

All [emphasis added] community development funds are 

to be used for projects or activities which princi- 
pally benefit low- and moderate-income persons. . . .^^ 

However, HUD further proposed to allow exceptions for as much 
as 25 percent of a community's grant for certain programs to 
prevent slums and blight and for projects designed to meet 
needs having a particular urgency. The proposed regulation, 
subject to public comment and final adoption by HUD, became 
known as the 75-25 rule. Three points should be noted about 
the proposed regulations : 

1. Social targeting was given a clear preference over 
the other objectives of the law. 

2 . The language of the proposed rule did not contem- 
plate that 100 percent or even 75 percent of a 
community ' s CDBG grant would go for low- and mod- 
erate-income benefits. The word "principally" was 
important. For example, if a community planned a 
housing rehabilitation program in a moderate-in- 
come tract and the "major benefits" [sec. 510- 
302 (b) (1) (ii) ] of the project went to low- and 
moderate-income residents, the entire cost of that 
rehabilitation project in the tract could be cred- 
ited toward meeting the 75-25 rule. 

3. In computing low- and moderate-income benefits, a 
coramxmity could exclude administration and planning 
costs and grant funds going to repay an urban re- 
newal temporary loan. These exclusions meant that 
the 75-25 rule would be applied to an amount that 
could be much smaller than a community's total 
grant. A community would also be, allowed to cred- 
it toward the 75 percent in one program year its 
excess of 75 percent in a previous program year. 

The proposed regulations were issued on October 25, 

1977, and HUD accepted comments until November 25. The 75-25 
rule was one of many proposed new rules for the program, but 
it drew the most attention. By the time the period for 


13. Federal Register, vol. 42, no. 205, Oct. 25, 1977, 
p. 56466 , sec. 570.302 (a)(1). 


17 



comment expired, 1,327 letters of comment had been received, 
many of which included comments on the 75-25 rule. Gener 
ally, the proposed rule was supported by public _ interest 
groups, neighborhood organizations, and civil rights groups. 
The principal resistance came from the House of Representa- 
tives. 

One important dissenter was Thomas Ashley (D-Ohio) , 
chairman of the Community Development Subcommittee, who wrote 
two strong dissenting letters to Secretary Harris objecting 
to the 75-percent requirement, which he said ran counter to 
legislative intent. In the first letter, cosigned by Repre- 
sentative Garry Brown (R-Mich.), the ranking minority member 
of the subcommittee, Ashley stated that "we do not concur in 
the requirement for a set percentage of funds, at minimum, 
to be spent for the single purpose of benefiting low- and 
moderate- in come persons. . . . The placement of one purpose 
as more primary than another is neither consistent with the 
language of the statute nor with the legislative history."!^ 
In the second letter, signed only by Ashley, the language was 
stronger. 

It appears to me that the 75/25 regulation violates 
the basic concept of the program. It would move us 
back to a categorical approach we all recognize is 
undesirable. . . . 

. . . The conferees on at least three separate occa- 
sions reaffirmed the equality of the three purposes 
of the grants. With this overwhelming evidence I 
can only conclude from the Department's insistence 
on the 75/25 regulation that it believes it can leg- 
islate on its own. This is a very grave situation 
and one that I and many of my colleagues on the Sub- 
committee will feel forced to explore with you.^^ 

On March 1, 1978, HUD issued its final regulations, 
stating; 

Our intention is to carry out the statutory objective 
of benefiting low- and moderate- in come persons in a 
strong and committed fashion. At the same time, we 


14. Letter, Representatives Thomas L. Ashley and Garry 
Brown to HUD Secretary Patricia R. Harris, Nov. 4, 1977, 
p. 1. 


15. Letter, Representative Thomas L. Ashley to HUD Sec- 
retary Patricia R. Harris, Dec. 16, 1977, p. 2. 
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intend to be practical and flexible regarding docu- 
mentation. 

In general, the final regulations call for less rigorous so- 
cial targeting requirements than did the proposed regula- 
tions. As noted earlier, it had been proposed that all ac- 
tivities principally benefit lower income persons, although 
exceptions were to be allowed up to 25 percent of the grant. 
In the final regulations, the 75-percent benefit figure was 
retained, but it was applied more generally to a community's 
3-year development and housing plan rather than to the annual 
application. The final regulations also stated that 

All projects and activities must either princi- 
pally benefit low- and moderate- income persons, or 
aid in the prevention or elimination of slums and 
blight, ^ meet other community development needs 
having a particular urgency [emphasis added]. 

The "either. . .or" language of the regulations thus came to 
reflect the legislative language that the House had insisted 
on — that social targeting was one of three coequal national 
objectives . 

An important factor in analyzing the implications of the 
final regulations are the rules governing the computation of 
the low- and moderate-income group benefits . Both the pro- 
posed and final regulations permit the community to exclude 
(1) administration and planning costs and (2) CDBG funds used 
to repay urban renewal temporary loans; however, in one im- 
portant item there was a significant change in the final 
rules. The proposed regulations required that the local op- 
tion activities be allocated in accordance with the 75-25 
rule, but the final regulations state that the local option 
money may also be excluded from social targeting calcula- 
tion. 16 For many communities, these exclusions mean that 20 
percent to 25 percent (and in some cases more) of the grant 
does not have to meet the social targeting requirements. 


16. Federal Register, vol. 43, no. 41, Mar. 1, 1978, 
p. 8451, sec. 570.304(c)(4). 

17. Ibid., p. 8461, sec. 570.302(b)(1). 

18. Section 570.600 of the regulations allow as much as 
10 percent of the grant to be earmarked as unspecified contin- 
gency funds . 
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For activities that must meet the low- and moderate- 
income benefit requirements, the regulations state that the 
mere location of an activity within a low- or moderate- income 
area is not enough to meet the social targeting objective. 

The benefits from the activity must "principally benefit" 
lower income persons directly, not merely the area in which 
they reside. The tests of direct benefits are, generally, 

(1) setting an eligibility requirement so that only low- 
and moderate-income families or persons can qualify for the 
benefits or (2) assuring that a majority of the benefits go 
to low- and moderate-income persons. In communities where 
lower income groups are scattered, CDBG activities must be 
directed toward the areas in which these groups are located 
and also meet the needs of lower income persons in the areas 
served. 

Although the final regulations were less rigorous, HUD, 
through directives to its field staff and through the process 
of developing the regulations , made communities aware of its 
intention to emphasize social targeting. But this attempt 
by HUD to sensitize communities to social targeting further 
strained the Department's relations with the House, and the 
issue reemerged in 1978 legislation amending several HUD 
programs . 

One amendment restated the House committee's view on the 
coequality of the national objectives. The committee pro- 
posed and the House adopted a change in the act to state ex- 
plicitly that "the three main objectives of the CDBG program 
are co-equal and that the Secretary may not disapprove an ap- 
plication because it addresses any one of the primary pur- 
poses to a greater or lesser degree than any other. "19 Rep- 
resentative Brown proposed an amendment that would control 
hud's implementation of the program through regulations. He 
proposed establishing a legislative veto over HUD regulations 
by giving either the House or Senate the power to veto De- 
partment rules or regulations. The amendment was adopted by 
a vote of 244 to 140. 

The Senate version of the bill did not contain language 
on the coequality of the national objectives, and on a floor 
vote the Senate rejected by a vote of 65 to 29 a legislative 
veto amendment proposed by Senator Harrison H. Schmitt (R- 
N. Mex. ) . 

In the final version approved by the conference commit- 
tee, the coequality language was dropped and the legislative 


19. Housing and Community Development Amendments of 
1978, Pioblic Law 95-557, Oct. 31, 1978, sec. 103(d). 
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veto provision was watered down to provide for a regulation 
deferral process. Under the procedure, either the House or 
Senate, through the authorizing committee, can study and de- 
lay regulations for a limited period. The committee can also 
start a procedure to reject the regulations, but final rejec- 
tion requires the concurrence of both the House and Senate 
through a joint resolution or legislation and approval by the 
President. 

The 1978 amendments constrained HUD's interpretation of 
priorities among the national objectives, but they did allow 
HUD to consider lower income benefit levels when deciding 
whether to approve an application. Although HUD did not get 
all that it wanted on the benefits issue, recipient communi- 
ties could not ignore HUD's preferred policy on social tar- 
geting. The language of the legislation and the regulatory 
and application processes still made it possible for HUD to 
structure the program to give priority to low- and moderate- 
income benefits. At the same time, the interpretation of 
legislative intent will make it possible for future program 
administrators to alter policy preferences and give less em- 
phasis to social targeting. 


Geographic Targeting 


The term "geographic targeting" refers to distributing 
CDBG program benefits by area, that is, the spatial distri- 
bution of funds within a given jurisdiction. Geographic tar- 
geting is intended to encourage the concentration of CDBG ac- 
tivities and benefits in particular areas or neighborhoods 
instead of dispersing them on a broad or jurisdiction-wide 
basis. Those who argue for geographic targeting usually cite 
the critical mass of investment required to produce a signif- 
icant impact in an area. 

V 

Under the two major categorical programs that preceded 
CDBG — urban renewal and model cities — local authorities se- 
lected particular areas or neighborhoods during the early 
stages of formulating proposals for Federal aid. This was 
because these programs were designed to promote local devel- 
opment activities in certain target areas . Thus , downtown 
commercial districts and nearby residential areas were often 
the sites of redevelopment activities under urban renewal 
programs. Under the model cities program, local governments 
were required to designate poverty areas of limited size — 
perhaps one of several poverty areas in the jurisdiction 
for a broad range of physical development and social service 
activities . 
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This emphasis on geographic targeting of funds shifted 
substantially with the inception of the community development 
block grant program, which through its decentralization goal 
encouraged^ local government officials to set funding priorities 
with a minimum of Federal intervention. As a result, block 
grants were not "tagged" by Federal legislation for particu— 
of 3- recipient jurisdiction; the selection of tar~ 
get areas and activities, and the selection process itself 
were left primarily to local decisionmakers, whose community 
development concerns could be assumed to include a community- 
wide set of goals. 


Although the CDBG legislation did not prescribe geo- 
graphical targeting there were several provisions concerning 
activities eligible for assistance that anticipated that 
local decisionmakers would determine specific areas for con- 
centrated development efforts. 20 ipj^g development of general 
public facilities — specifically mentioned were parking, solid 
waste disposal, and fire protection — was limited to facili- 
ties that were located in or that served "designated community 
areas." Housing code enforcement activities were 
eligible for CDBG funding "in deteriorated or deteriorating 
areas in which such enforcement, together with public imorove- 

men ts and services to be provided l'emphasis" add^d 1 , m^y Ko 

expected to arrest the decline of the area." That is, funded 
? enforcement activities had to be linked with other CDBG 
activities in areas designated for revitalization or 
conservation. 


Similarly , CDBG— funded public services were eligible 
only if they were part of a larger set of community develop- 
ment activities concentrated in particular areas. The legis- 
lation limited funding to services "not otherwise available 
in areas where other activities assisted under this title are 
eing carried out in a concentrated manner, if such services 
are determined to be necessary or appropriate to support such 
other activities. . . ."21 with the exception of services 
transitionally continued under model cities funding, CDBG- 
funded service activities were intended to complement physi- 
cal development activities and to serve residents of areas 
uargeted for concentrated activity. These social services 
provisions could be viewed as attempts both to prevent the 
tunding of local services on a jurisdictionwide basis and to 
assure that funded services were principally targeted to 


20. 

Public 

Law 

93-383, sec. 

105(a) . 

21. 

Public 

Law 

93-383, sec. 

105(a) (8) . 
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areas receiving high priority in local community development 
plans . 

The overall effect of these provisions was to make pro- 
gram concentration an underlying, if not explicit, character- 
istic of the block grant. 

These provisions did not receive further attention in 
the early HUD regulations that followed the CDBG legislation. 
As might be expected, determining the eligibility of public 
services was a principal area of uncertainty in the early ad- 
ministration of the block grant program. The Brookings moni- 
toring report on the first program year observed that some 
HUD area offices rejected all social service spending, while 
other offices were more liberal in their interpretation of 
legislative intent. Soon after the first-year application 
cycles were completed in spring 1975, HUD tried to clarify 
its policies. In an October 1975 memo circulated to HUD re- 
gional administrators and area office directors, David 0. 
Meeker, Jr., Assistant Secretary for Community Planning and 
Development, stated HUD's intention to issue regulations for 
the second-year program that would clarify eligibility issues 
on public services. The memo also directed that 

. . . public service activities approved on the first- 
year applications should be revised only in cases 
where the public service activities are not located 
in areas, or principally serving residents of areas, 
in which the recipient is undertaking, or will under- 
take, other activities assisted with block grants. A 
public service activity which is city-wide . . . must 
be revised except where the recipient is undertaking 
or will undertake with block grants what is essen- 
tially a physical development program city-wide. 22 

Although the memo reinforced the legislative intent that 
public services should be linked with physically oriented 
community development activities, it took a hands-off policy 
on geographic targeting generally. In keeping with the leg- 
islation's decentralization objectives, recipient jurisdic- 
tions might choose to undertake community development ef- 
forts, including related public services, on a citywide 
scale. 


22. Memorandum, David 0. Meeker, Jr., to all Regional 
Administrators, "Treatment of Approved Block Grant Activities 
With Questionable Eligibility," Oct. 20, 1975. 
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A hands-on policy on geographic targeting began to 
emerge in the regulations issued in January 1976; these spec- 
ified that funded code enforcement activities must focus on 
"delineated areas" and could not be citywide in scope. 
Similarly, the regulations prohibited public facilities that 
served comraunitywide functions unless they continued earlier 
categorical activities or were located in jurisdictions with 
populations of less than 10,000. HUD further described eli- 
gibility criteria for services in regulations issued Septem- 
ber 1, 1976, that defined the phrase "concentrated manner . " 
HUD assumed that physical development activities were car- 
ried out in a concentrated manner if they were coordinated 
toward a common objective in a "geographically delineated 
area. " These regulations primarily established a vocabulary 
of objectives in relation to the geographic targeting of 
development activities in a "concentrated manner." Never- 
theless, the regulations did not specifically require com- 
munities to target physical activities in delineated areas. 

By late 1976, several monitoring and evaluation reports 
had noted a tendency by jurisdictions to scatter or spread 
program benefits geographically, resulting in little long- 
term impact in any particular area. A staff report of the 
House Committee on. Banking, Finance, and Urban Affairs sum- 
marized these observations . 24 Although the report concluded 
that scattering benefits was not necessarily bad, it said 
that "the issue is v/hether or not areas targeted for treat- 
ment in order to renew, rehabilitate or conserve them are 
being programmed with a variety of activities at a suffi- 
cient level to reasonably insure that the proposed treat- 
ment will be successful. "25 a broader level, the report 

expressed concern whether "CDBG funded community development 
programs are merely a variety of eligible activities scat- 
tered throughout the community without regard to sound plan- 
ning and which could result in little or no long-term 
impact. "26 


23. Federal Register, vol. 14, no. 12, Jan. 19 , 1976, 
pp. 2766-68, sec. 570.201(a)(3). 

24. Staff Report, Community Development Block Grant Pro- 
gram, Committee Print, Subcommittee on Housing and Community 
Development of the House Committee on Banking, Finance, and 
Urban Affairs, 95th Cong., 1st sess., (Washington, D.C.: 
Government Printing Office, February 1977) , pp. 33-34. 


25. 

Ibid. , 

P- 

34 

26. 

Ibid. , 

P- 

33 
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In response to these concerns and to express its own pol- 
icy preference, the new HUD administration proposed regula- 
tions in October 1977 that specified geographic targeting as 
a key principle of local planning and decisionmaking under 
CDBG. 


It is HUD policy to encourage the use of block grant 
funds in a concentrated manner in order to produce 
substantial long-term improvements in the community. 

The applicant is specifically encouraged to carry 
out a strategy for comprehensive neighborhood-revi- 
talization which concentrates sufficient resources 
to stabilize and upgrade residential areas affected 

by blight and deterioration. 27 

To end the uncertainty about what constituted areas of 
concentrated activity, the regulations called for the local 
delineation of "comprehensive neighborhood revitalization 
areas." Each area had to be predominantly residential and 
meet the following standard: 

. . . a slum or blighted area which is designated 

by the applicant for concentrated treatment; such 
area shall be of manageable size and condition, 
physical and otherwise, so that block grant and 
other resources to be committed to the area can sub- 
stantially meet the identified physical development 
and housing needs within a three- to five-year 

period. 28 

The proposed regulations, in providing for the submis- 
sion of a 3-year comprehensive strategy, made it clear that 
residential neighborhoods were a primary focus of CDBG plans 
and that local efforts were, in part, to be geared to long- 
term commitments eind impacts in designated residential areas. 
Public services were again restricted to serve comprehensive 
neighborhood revitalization areas, as were neighborhood fa- 
cilities developed with block grant funds. 29 


27. Federal Register, vol. 42, no. 205, Oct. 25, 1977, 
p. 56465, sec. 570.301(a)(3). 

28. Ibid., sec. 570.301(a)(1). 

29. Waste disposal, fire protection, and parking facil- 
ities were restricted to designated target areas; park and 
recreation facilities, senior citizen centers, and centers 
for the handicapped were not restricted. 
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The final regulations issued in March 1978 softened 
somewhat the emphasis on geographic targeting by residen- 
tial neighborhood. Along with the shift 4n terminology from 
"comprehensive neighborhood revitalization areas" to "neigh- 
borhood strategy areas" (NSA's), the local definition of the 
areas was no longer stringently tied to a 3- to 5-year dead- 
line for meeting an area's outstanding housing and physical 
development needs. Physical development activities still 
were to be concentrated in NSA's, but in a way that allowed 
them to be "carried out in a coordinated manner to serve a 
common objective or purpose pursuant to a locally developed 
plan or strategy. " Public or social services and related fa- 
cilities were assumed to serve an NSA if a majority of the 
people they served were residents of the designated area. 

Taken as a whole, the policies of the new administration 
strongly favored heavier geographical targeting of CDBG ac- 
tivities. The new regulations affected the preparation and 
review of fourth-year applications. 


Housing Assistance Plans 


Another change in HUD's October 1977 proposed regula- 
tions was intended to correct inequities in the distribution 
of housing assistance benefits among various types of house- 
holds. The 1974 legislation required that a community apply- 
ing for block grant funds submit a housing assistance plan 
(HAP) defining its housing needs and stating how it intended 
to deal with these needs. The HAP forms that accompanied the 
CDBG application called for assessments of the housing needs 
for these subpopulations; elderly or handicapped, family and 
nonelderly individuals, and large families. The Department 
discovered that during the first 3 years of CDBG, localities 
were setting annual housing assistance goals that dispropor- 
tionately represented one of the various groups . Most goals 
overrepresented elderly households and underrepresented fam- 
ilies, particularly large families. 

The proposed regulations called for "a balanced housing 
program" that addressed all identified needs and required re- 
cipient jurisdictions to use the principle of "proportional- 
ity" in formulating housing goals. Moreover, the proposed 
regulations required that the HAP goals submitted with the 
fourth-year CDBG applications correct imbalances in housing 


30. Ibid., March 1, 1978, p. 8460, sec. 570.301(c). 
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assistance needs of the previous 3 years. In the final regu- 
lations of March 1978, the proportionality principle remained 
intact, with only minor exceptions for special circumstances. 


Changes in Citizen Participation Requirements 


Citizen participation also received attention in the pro- 
posed regulations. HUD sought to give more guidance to local 
authorities and to link its citizen participation and target- 
ing policies. 

The CDBG legislation of 1974 gave more latitude to local 
governments regarding citizen participation than had the ear- 
lier categorical programs. Urban renewal and model cities 
programs called for creation of resident committees in af- 
fected neighborhoods. In contrast, the block grant program 
did not specifically prescribe how local governments should 
meet citizen participation requirements, nor did it require 
that any structures be created for the purpose. The Nixon 
administration felt that citizens already participated 
through local governmental processes, such as elections, 
hearings, and the like. The administration sought only to 
insure that citizens were informed about local CDBG plans and 
that their views were considered in the preparation of the 
annual application. The 1974 act reflected this view and 
called for "adequate" citizen participation. The only guide- 
lines in the legislation on what constituted adequacy were 
that (1) recipient governments disseminate information con- 
cerning the program and planned activities, (2) public hear- 
ings be held to obtain citizen views on local needs, and (3) 
citizens have a chance to participate in the development of 
the application. As long as local governments observed these 
broad process requirements, they were free to determine what 
constituted adequate participation. 

Subsequent HUD regulations issued in November 1974 did 
not carry this mandate much further. However, they did spec- 
ify that at least two hearings be held to determine citizen 
views on local needs , and they required citizen involvement 
in revisions or amendments to an application. Nevertheless, 
the regulations expressly stated that the act did not require 
citizen approval of the local CDBG application. Before issu- 
ing the regulations, HUD reported that it had received sev- 
eral suggestions that it "prescribe more fully the proce- 
dures , process , and local structure for citizen participa- 
tion. " But the Department rejected these suggestions on the 
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grounds that it was inappropriate to specify how local gov- 
ernments should relate to their citizens. 31 

The 1977 legislation renewing the CDBG program and HUD's 
revised regulations expanded the scope of citizen participa- 
tion but continued to be neutral on its structure. The leg- 
islation required that recipient governments prepare a writ- 
ten plan for citizen participation, thereby increasing local 
accountability to HUD and to citizens. Moreover, the legis- 
lation specified that opportunities be provided to citizens 
to submit comments on local program performance; this re- 
quirement extended citizen participation into program imple- 
mentation. In recognition of the growing concern about the 
targeting of CDBG program benefits, the legislation also en- 
couraged participation "particularly by residents of blighted 
neighborhoods and citizens of low and moderate income. . . ." 

The HUD regulations proposed in October 1977 further de- 
fined the scope and form of citizen involvement. They called 
for "continuity of participation" in all phases of the CDBG 
process — in the development of the application, in program 
implementation, and in program monitoring and evaluation. 

The proposed regulations called for both a communitywide par- 
ticipation process and for a neighborhood- level process in 
neighborhoods designated as comprehensive revitalization ar- 
eas or where "multicomponent projects" were planned. Without 
prescribing a particular structure for citizen involvement, 
the regulations proposed that any locally established advi- 
sory body contain "adequate representation of low and moder- 
ate income persons, members of minority groups, and other 
persons directly affected by the program. "33 The regulations 
also went beyond the earlier regulations in detailing the 
process requirements for information dissemination, public 
notices, eind the conduct of hearings. In a major departmen- 
tal initiative, the regulations also allowed outside sources 
and local government staff to provide technical assistance 
to citizen participants. 

Overall, the proposed regulations emphasized greater 
social and geographical targeting of citizen participation. 
However, despite the more detailed process requirements and 


31. Federal Register, vol. 39, no. 220, Nov. 13, 1974, 
p. 40136. 

32. Public Law 95-128, sec. 104(a) (6). 

33. Federal Register, vol. 42, no. 205, 
p. 56467, sec. 570 . 303 (c) (vi) . 
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the introduction of a two-tier (communitywide and neighbor- 
hood) process, HUD did not specify a local citizen advisory 
structure. 

In issuing the final regulations on March 1, 1978, HUD 
reported that many public interest groups had recommended 
that citizen participation structures be required both at 
the neighborhood and community levels. HUD responded, "We 
believe the exact form of the citizen participation process 
is not critical; what is important is that the process meet 
prescribed standards. " 34 Other than specifying an August 1, 
1978, deadline for the local submission of written citizen 
participation plans to HUD, the final regulations generally 
reflected the original proposals. 


Economic Development 


In the area of program activities , Congress and HUD ex- 
panded the CDBG program to give more attention to the econom- 
ic development needs of many cities. 

The 1974 legislation cited the need for communities to 
expand economic opportunities but did not specifically in- 
clude economic development as one of the seven national ob- 
jectives of the block grant program. The 1977 amendments, 
however, added economic development as the eighth national 
objective, and the section on eligible activities was ex- 
panded to cover such projects. 

To implement the new provisions, HUD issued regulations 
permitting communities to undertake direct economic develop- 
ment activities, including (1) the purchase of real proper- 
ty; (2) the purchase, construction, rehabilitation, or im- 
provement of public facilities; and (3) the purchase, con- 
struction, rehabilitation, and improvement of commercial or 
industrial facilities . 36 

In addition, the regulations also permitted providing 
grants to private or community— based groups involved in 


34. Federal Register, vol. 43, no. 41, Mar. 1, 1978, 
p. 8454. 

35. Public Law 93-383, sec. 101(c). 

36. Federal Register, Mar. 1, 1978, p. 8444, sec. 570.203 
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economic development, including local development corpora- 
tions and small business investment corporations. Grants to 
such groups could include (1) technical assistance; (2) fi- 
nancial assistance, including working capital and funds for 
property acquisition; (3) assistance to minority contractors 
and (4) the funding of economic development or neighborhood 
revitalization efforts not otherwise eligible for CDBG fund- 
ing. 37 These new legislative provisions and regulations re- 
flected what had been occurring already in some communities. 


Conclusion. 


The changes made in the third and fourth program years 
generally meant increased local accountability to HUD for 
meeting the program's national objectives. In part, these 
changes were the result of a new and active HUD emphasis on 
targeting policies, which were not stressed in the first 2 
years. They were also partly a result of the aging of the 
program — in the third and fourth years , more attention 
focused on what the program was accomplishing than in the 
first two years, when the primary emphasis had been getting 
the program started. 


37. Ibid., sec. 570.204. 
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CHAPTER 3 


CDBG DECISIONMAKING: 

INFLUENCE AND INTERGOVERNMENTAL RELATIONS 


This chapter examines CDBG decisionmaking and intergov- 
ernmental issues during the third and fourth program years to 
determine whether trends observed in earlier years have con- 
tinued, and to chcuracterize the evolving structure and dynam- 
ics of CDBG decision processes as the program has aged. 


A major goal of the CDBG program was to put local offi- 
cials at the center of the decisionmaking process and reduce 
the discretionary power that HUD held over program decisions 
under the categorical grant programs. It was assumed that 
less Federal regulation and intervention would permit local 
officials to design cind implement programs more suitable to 
diverse local needs and objectives. It was also hoped that 
centering program initiative under a local chief executive 
would reduce the fragmentation of local decisionmaking that 
had existed among the many special-purpose agencies respon- 
sible for the categorical programs. 


The Brookings monitoring reports on the first 2 years 
of the program found that the intended decentralization had 
substantially taken place, as observed in the interactions 
between HUD and local key actors and in the relative influ- 
ence of Federal and local decisionmakers. To summarize, 
local actors, particularly executive actors, were the dom- 
inant influences in determining CDBG priorities and pro- 
grams as special agencies declined in influence and frequent- 
ly disappeared; and HUD's role was peripheral during the 
first 2 years of the program — its impact was more procedural 
than substantive. 


However, several major legislative and administrative 
changes occurred after the second year that changed both the 
substance and process of the program. The 1977 CDBG legis- 
lation expanded the life of the programand increased the 
formula allocation to older, declining jurisdictions, 
by raising the stakes for some local decisionmakers, in 
dition, the legislation gave more emphasis to citizen partic- 
ipation, which in turn led to major regulatory changes. Most 
prominently, the new HUD administration under Secretary 
Harris adopted a more aggressive policy 

substance to make sure that local CDBG efforts met the national 
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objectives of the legislation, particularly in targeting pro- 
gram benefits to lower income groups. These changing policy 
objectives resulted in new HUD operating procedures and regu- 
lations, which in turn increased HUD's role in local decision- 
making. 

These legislative and HUD policy changes alone could be 
expected to have important program consequences . An addition- 
al factor, however, also may have affected local decision proc- 
esses in the third and fourth program years — the influence of 
time itself. The preparation of the annual CDBG application 
has tended to be the focus of local and Federal deliberations 
concerning policy priorities and program allocations, and 
there are some significant changes that might be expected to 
occur through the application process as the program progres- 
ses, even in the absence of shifts in the Federal administra- 
tion of the program. For example, local decisions are not 
necessarily made over again each year, but generally reflect 
continuing commitments. This continuity implies that the 
prospects for new approaches and proposals diminish after ear- 
ly program choices are made. Programmatic continuities raise 
important process questions. For instance, do such continui- 
ties mean that decisions tend to become more "bureaucratized" 
and less closely managed by elected officials? If so, does 
this affect the responsiveness of elected officials to com- 
munity and citizen interests? Have neighborhood-based orga- 
nizations or other third parties become more sophisticated and 
more effective in making demands on the program? Do the 
structure and functioning of local citizen participation in 
the CDBG program change as the program ages? This chapter 
and the next discuss these questions. 

This chapter is divided into two sections. The first 
analyzes the relative influence of the major decisionmaking 
participants — local executive, local legislative, citizens, 

HUD, and other key actors — on the content of local CDBG plans 
and programs. This analysis describes the general interplay 
of participant influences and provides a framework for the 
more detailed analyses of intergovernmental and local deci- 
sion processes that follow. The second part analyzes inter- 
governmental processes, with particular emphasis on HUD- 
local relations and the issues that emerged. 


Major Influences on. CDBG Program Decisions 


To assess the relative distribution of influence among 
key actors in the CDBG decision process and chan,ges in this 
distribution over time, field associates assigned "influence 
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points" to the various actors in the 61 sample jurisdictions. 
They did this by estimating the relative influence of each 
type of actor over the "program content" of CDBG and dividing 
10 points among the five types of actors each year. The par- 
ticipants were grouped as local executive, local legislative, 
citizen, HUD, and other. The local bureaucracy was included 
in the executive category. The resulting scores are ordinal 
measures that permit comparison of relative influence by type 
of actor within a community; however, the scores cannot be 
used to compare the degree of influence between actors in 
different communities. 

Our findings for the third and fourth years of CDBG 
showed that influence patterns were similar to those reported 
for the first 2 years. Despite major legislative and admin- 
istrative changes in the CDBG program, the distribution of 
relative influence among major local actors has remained 
fairly stable. Local officials, primarily executive actors, 
maintained their dominant position. However, local executive 
influence declined somewhat as the relative influence of cit- 
izens and HUD increased. These marginal shifts of influence 
suggest a small but significant trend toward a gradual decon- 
centration of influence as more diverse types of local actors 
play increasingly ■ important roles in CDBG decisionmaking. 


Leading Actors 


One way to distinguish the roles of various actors in 
local CDBG decision processes is to identify the leading ac- 
tors in each jurisdiction. Leading actors are those having 
the most influence points in a particular year. In some 
cases a jurisdiction may have two or more leading actors. 
Table 3-1 shows the number of sample jurisdictions in which 
field associates ranked each type of actor as having the most 
(or sharing the most) influence on local CDBG decisions. 

The findings show that lead actors tend to maintain 
their influence from year to year. Local executive actors 
continue to be the dominant influence in most of the juris- 
dictions, although executive influence appeared to drop dur- 
ing the third and fourth program years as citizen and HUD 
influence grew. The niimber of jurisdictions in which local 
executive actors were a leading influence declined from 51 
jurisdictions in the first 2 years to 46 jurisdictions in 
the fourth year. HUD made corresponding gains after the 
second year and was the leading actor in nine jurisdictions 
in the fourth prograun year. HUD influence started to grow 
in the third year, after Secretary Harris took office. 
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Nevertheless, the recent shifts in HUD policy and administra- 
tion have not significantly changed the overall balance of 
influence between local actors and HUD or altered the domi- 
nance of local executives. There was a small increase in the 
number of jurisdictions in which citizen participants were a 
leading influence, indicating that some of the decline in exe- 
cutive influence was associated with an increase in citizen 
influence. 


Table 3-1. Leading Actors in Defining Program Content 
(number of jurisdictions) 


Participant 

Year 1 

Year 2 

Year 3 

Year 4 

Executive 

51 

51 

46 

46 

Legislative 

6 

11 

11 

9 

Citizen 

8 

7 

9 

11 

HUD 

4 

4 

7 

9 

Other 

2 

1 

1 

1 

Total jurisdictions^ 

61 

61 

61 

60 


Source: Field research data. 


jurisdiction may have more than one leading actor be- 
cause of tied rankings; thus, columns do not add up to number 
of jurisdictions. 


The trend toward increased HUD and citizen influence is 
clearer if we extend the definition of leading actors to in- 
clude both the first- and the second-ranked actor (but not 
actors who are tied for second) ; this definition permits a 
more inclusive analysis of actors who influenced local deci- 
sion processes but played less important roles. This ex- 
panded definition of leading actors will be used in the rest 
of this report . Not surprisingly, executive actors were 
clearly dominant in all 4 years , although with declining fre- 
quency (see table 3-2) . The number of jurisdictions in which 
citizens and HUD are important participants increased gradu- 
ally, with the largest increases occurring in the fourth 
year. The data also indicate a slight trend toward declining 
legislative influence. 
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Table 3-2. Expanded Definition of Leading Actors in Defining 

Program Content 

(nximber of jurisdictions) 


Participant 

Year 1 

Year 2 

Year 3 

Year 4 

Executive 

55 

57 

52 

53 

Legislative 

16 

19 

17 

16 

Citizen 

18 

21 

23 

27 

HUD 

9 

10 

11 

. 15 

Other 

3 

2 

2 

1 

Total jurisdictions^ 

61 

61 

61 

60 

Source: Field research 

data. 




^Jurisdictions may 

have more 

than one 

leading 

actor; 


thus, columns do not add up to total jurisdictions. 


Analysis of leading actors by type of jurisdiction (cen- 
tral cities, satellite cities, urban counties, and nonmetro- 
politan jurisdictions) yields substantially the same pattern 
as the overall sample. Minor differences occurred, however, 
in the suburban jurisdictions (satellite cities and urban 
counties), where HUD's influence increased steadily during 
the third and fourth program years. During the first year, 
HUD was a leading actor in only 1 of the 22 suburban juris- 
dictions; by the fourth year, the agency was a leading in- 
fluence in nearly one-third of the jurisdictions (four sat- 
ellite cities and three urban counties). Similarly, HUD's 
presence as a leading actor has steadily increased in rela- 
tively affluent jurisdictions, as measured by the Brookings 
urban conditions index. ^ In the 30 jurisdictions below the 


1. The index is derived by combining the factors of 
age of housing, poverty, and population change. For a more 
complete discussion, see Doinmel et al. , Decentralizing Com- 
munity Development , chapter 2. The index is computed as 
follows : 

(Continued) 
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standardized index mean (the affluent jurisdictions) , HUD was 
a leading influence in 3 jurisdictions during the first year 
but in 10 jurisdictions by the fourth year. In the 31 dis- 
tressed jurisdictions (those above the standardized index 
mean), the increase in HUD influence was less, from 3 juris- 
dictions in the first year to 6 in the fourth year. These 
initial data suggest that HUD's expanded influence in local 
CDBG processes was more evident in suburban and better-off 
jurisdictions. This overall finding is further supported in 
the following analyses of HUD's expanding relationships with 
recipient communities and its influence in specific issue 
areas, particularly targeting. 


Intergovernmental Dynamics: HUD Role and Influence 


The shifts in HUD policy that occurred in the third and 
fourth program years can best be described as a modified form 
of decentralization to achieve greater balance between local 
initiative and the Federal monitoring role in CDBG decision- 
making. Before the shift, decisions about CDBG spending were 
made in two stages : Local governments formulated their plans , 
and HUD reviewed those plans on technical and legal criteria. 
After the shift, decisions were made in three stages: First 
HUD defines program objectives; then local decisionmakers es- 
tablish priorities and formulate programs within the HUD 
guidelines; and finally, HUD reviews the local application to 
see if it appropriately interprets the national program 
goals. This process means that HUD field offices take a more 
active role in dealing with local officials on both strategy 
and program issues, a topic discussed later in this chapter, 
but it also retains the advantages of decentralization and 
local program flexibility , This change is not a step back to 
categorical grants because local jurisdictions still have 


(Continued) 

poverty Percentage pr e-1940 housing 

Mean percentage poverty Mean percentage pre-1940 housing 


100 + percentage of population change 
100 + median percentage of population change 

This version of the index is used to show interrelation- 
ships between an individual city and all entitlement cities, 
or algebraic simplicity the denominators for all factors can 
toe dropped (because they are constants) without changing the 
ranking of cities. ^ 
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This section will focus on the type and direction of in- 
teractions between HUD field officials and local recipients. 


Definitions 


We use two terms in our analysis of HUD's involvement in 
the CDBG decision process: role and influence. 

Role means the sum of HUD's involvement in the formula- 
tion, processing, and approval of local CDBG plans. The HUD 
role can include such activities as informal interaction with 
localities on either substantive or procedural issues ; formal 
interactions of application submission, processing, and "red 
tape"; site visits and performance monitoring to assess local 
activities and performance; and HUD actions to promote speci- 
fic decisions or actions on the part of local actors. 

Influence is a participant's ability to alter or main- 
tain policy direction according to his or her preferences. 
Influence may be exerted both directly and indirectly. For 
example, HUD exercises direct influence by resolving issues 
raised with localities in its favor. Jurisdictions exercise 
indirect influence when they design programs in accordance 
with HUD objectives to avoid raising issues. The influence 
point data measure both direct and indirect influence. The 
outcome of issue confrontations between HUD and local govern- 
ments is a measure of direct HUD influence. 

Using these two terms in the context of the HUD policy 
changes , we expected HUD both to have played an expanding 
role in the local CDBG process and to have exercised greater 
program influence during this period. 


HUD's Expanding Role 


We asked our field associates in the 61 sample jurisdic- 
tions to assess whether HUD's role had increased or decreased 
in the third and fourth program years. Their responses indi- 
cated that HUD's role expanded in almost half of the juris- 
dictions in the third year (tcible 3-3) and in half the fourth 
year (table 3-4) . This increase occurred in all types of 
jurisdictions, with a somewhat greater expemsion of HUD's 
role in suburban jurisdictions in the third year. The asso- 
ciates' comments indicate that the expansion of HUD's role 
in the suburbs was often related to the issue of program 
benefits to low- and moderate- income groups. In the fourth 
year, HUD's role grew somewhat more in central cities. 
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Table 3-3. HUD's Role in the 
of Jurisdiction 
(number of jurisdictions) 

CDBG Process 

in Year 3 , 

by Type 


Total 

juris- 

Jurisdictions in which 

HUD played a — 


Expanding 

Stable 

Decreasing 

Characteristic 

dictions 

role 

role 

role 

All jurisdictions 

Type of juris- 
di ct ion 

61 

27 

28 

6 

Central cities 

30 

14 

13 

3 

Suburban juris- 

dictions 

22 

12 

8 

2 


■ 



— 

Satellite cities 

12 

6 

4 

2 

Urban counties 

10 

6 

4 

0 

Nonmetropolitan 

Categorical program 
experience 

9 

1 

7 

1 

Urban renewal and 

model cities 

24 

11 

12 

1 

Urban renewal or 

model cities 

18 

9 

7 

2 

Neither 

Urban conditions 
index 

19 

7 

9 

3 

Below 100 (rela- 

tively affluent) 

30 

14 

12 

4 

Above 100 (rela- 

tively distressed) 

31 

13 

16 

2 


Source: Field research data. 
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Table 3-4. HDD's Role in the CDBG Process in Year 4/ by Type 

of Jurisdiction 

(nuinber of jurisdictions) 



Total 

juris- 

ictions 

Jurisdictions 

in which 

HDD played a — 

Characteristic d 

Expanding 

role 

Stable 

role 

I>acreasing 

role 

All jurisdictions 

59 a 

31 

18 

10 

Type of juris- 
di ction 

Central cities 

29 

16 

9 

4 

Siiburban juris- 
di ctions 

22 

12 

6 

4 







Satellite cities 

12 

6 

3 

3 

Drban counties 

10 

6 

3 

1 

Nonmetropolitan 

8 

3 

3 

2 

Categorical program 
experience 

Drban renewal and 

23 

15 

5 

3 

model cities 

Drban renewal or 
model cities 

18 

8 

7 

3 

Neither 

18 

8 

6 

4 

Drban conditions 
index 

Below 100 (rela- 
tively affluent) 

30 

12 

. 14 

4 

Above 100 

(relatively 

distressed) 

29 

19 

4 

6 


Source: Field research data. 

a. Pulaski County, 111., did not rac«iv© fWD«oy in the 

fourth year. Chicago's application had not been approved at 
the time the data were collected, so it was not possible to 
assess HDD's role in the fourth year in that city*. 
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Until the fourth year, HUD's role was roughly the same 
in jurisdictions that had experience with categorical pro- 
grams and in those that did not. Then HUD's role began to 
expand in jurisdictions that had experience in both urban re- 
newal and model cities programs. This suggests that as many 
categorical programs continued to phase down (see chapter 5), 
HUD was in a better position to play a more important role in 
the activities that replaced them. 

Analysis by degree of urban distress showed a different 
result. In the fourth year, HUD's role grew rapidly in the 
more distressed jurisdictions. This may have been the result 
of the relatively limited HUD role in more distressed juris- 
dictions up to that time. Also, there is considerable over- 
lap between categorical grant experience and community dis- 
tress, and the two partly reflect each other. This overlap 
also probably accounted for HUD's expanded role in central 
cities in the fourth year because the central cities in the 
sample are disproportionately more distressed and have the 
most experience with categorical grants. 

HUD's expanded role took many forms and varied consider- 
ably from jurisdiction to jurisdiction. Dade County, Fla., 
is an example. 


Capsule 3-1. Dade County, Fla . 

Although the relationship between Dade County and the 
HUD area office is somewhat formal, it can be characterized 
as one of peaceful coexistence in which there is an absence 
of controversy or bad feelings and in which major policy is- 
sues tend to be avoided by both parties. Several issues have 
emerged during the third and fourth years , particularly the 
effect of geographical targeting on the county's social serv- 
ices strategy (which covers a large target area) and the eli- 
gibility of the Higher Horizons educational scholarships 
begun under model cities. Except on rare occasions, the 
county does not accept the area office position as the last 
word and goes directly to the regional office for a reading. 
The county's expertise, its familiarity with Federal pro- 
grams, and its ease in "taking on HUD" has tended to make the 
HUD area office more comfortable with a supportive role, one 
in which it does not impose further interpretations or re- 
strictions on top of Federal regulations. Although county 
officials understand the reasoning behind linking social 
services with physical development activities, thus far the 
restrictions have affected only a few target areas. But 
there are indications that the area office is beginning to 
take a more active role in interpreting and enforcing the 
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regulations. If so, HUD-county relations and the county's 
CDBG efforts may change in the years ahead. 


As might be expected, in several jurisdictions HUD's ex- 
panding role in the local CDBG process meant an increase in 
the stringency of the agency's monitoring and review proces- 
ses and therefore an increase in the "red tape" and applica- 
tion requirements. In a substantial majority of the juris- 
dictions (47 of 61) , local officials saw notable increases 
in red tape since the second year. For example, the new ap- 
plication forms called for a 3-year planning horizon; local- 
ities needed to supply supplemental documentation to meet more 
frequent HUD challenges to local decisions (such as docToment- 
ing the targeting of particular activities to lower income 
groups); and, in some cases, HUD requested more detailed 
progress reporting so that it could monitor progress where 
expenditure rates were lagging behind. Many local officials 
viewed the increased paperwork as productive, however, be- 
cause it aided local agencies in planning and monitoring 
their own CDBG efforts more effectively. 

In many instances, HUD's expanding role meant an in-_^ 
crease in the agency's activities in matters that were pri 
marily procedural or informational. In those cases, in 
creased HUD efforts did not necessarily affect local . strate- 
gies or programs, and HUD's expanded role was not seen as a 
major influence on program content. _ Illustrative cases are 
Sioux City, Iowa, and San Jose, Calif. 


Capsule 3-2. Sioux City, Iowa 

Signs of discontent among local community development 
officials indicated some deterioration of the city s rela- 
tionship with the Omaha area office, 

step-up in HUD's involvement in procedural and complianc 
^aSerS. Before March 1978, HUD field 

tored performance on a quarterly ^^^^is; since then, they 
visit the city an average of twice monthly. . 

that the field representatives are interested m go 

ing^over "everything" and contend that HUD 

its technical assistance role. Although , matters 

worried that HUD's increased, activity stems 

mav lead to some recentralization of authority , there seem 
?o hi no rLl fear that local control is being seriously 
threatened with regard to substantive issues of policy an 
program content. 
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Capsule 3-3. San Jose, Calif . 

Relations between HUD and San Jose have been generally 
supportive over the 4 years of the block grant program. San 
Jose's management capacity and extensive experience in deal- 
ing with Federal grants are known to HUD. Nevertheless, 
there is inevitable tension between HUD and the city. Al- 
though past disagreements over the funding of certain service 
programs have been resolved, there continue to be local com- 
plaints about the ever-increasing red tape and nebulous , 
shifting guidelines as HUD seeks to assert its monitoring 
role in the block grant progrcims. 


Another factor that accounts for an expanding HUD role 
in some jurisdictions is the part played by third parties in 
appealing local program decisions to HUD. In several cases, 
third parties — neighborhood groups, public interest organiza- 
tions , and organizations representing minority interests — 
registered formal complaints with HUD, which then intervened 
on some issues it had previously left to local governments. 
Although the initiative was not HUD's so much as the third 
party's, it resulted in the expansion of HUD's role as a me- 
diator between local officials and community organizations. 
The following capsules are examples of this role. 


Capsule 3-4. New York City 

One of the major intergovernmental issues to emerge in 
New York during the third program year was the city's attempt 
to allocate $50 million of block grant funds to pay for oper- 
ating budget items. The fiscal crisis .had forced the city to 
reduce police, fire, and sanitation forces and to propose the 
use of CDBG funds to pay the salaries of laid-off workers and 
help balance the city's budget. Citizens' groups vehemently 
opposed the proposal because it would divert funds from other 
CDBG activities — particularly capital projects. They based 
their case on the fact that the allocation constituted a 
clear violation of the "maintenance of effort" clause in the 
CDBG legislation. The city's proposal was rejected by the 
HUD area office; Mayor Beame subsequently went to Washington 
to seek a waiver of the maintenance-of-ef fort clause but was 
turned down. However, the area office did ultimately agree 
to permit the city to allocate $15 million for health and 
safety programs. 
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Capsule 3-5. Chicago 


In the third year, the HUD area office began to review 
Chicago's application and performance more stringently than 
in the first 2 years. In part, it was prodded into doing so 
by a series of complaints filed by neighborhood organizations 
and public interest groups, which had criticized the city for 
failing to implement its HAP's and for inadequate performance 
on its housing rehabilitation programs. Other complaints in- 
volved the city's intention to carry out housing demolition 
in two neighborhoods scheduled for urban renewal activities. 

A HUD review was initiated, and the area office placed condi- 
tions on the third-year grant, which required the city to im- 
prove performance on housing programs and submit progress re- 
ports on a quarterly basis. HUD also required the city to 
provide further justification for carrying out one of its re- 
newal projects; the city later dropped the project from its 
third-year program. As the city prepared its fourth-year ap- 
plication, citizens' groups renewed their challenges to the 
city's performance, and HUD considered placing additional 
conditions on the fourth-year grant. 


In summary, HUD's role increased substantially in many 
ways in both the third and fourth program years , particularly 
in the fourth year. The greatest expansion in the fourth 
year took place in the more distressed central cities that 
had considerable experience in urban renewal and model cit- 
ies. The expanded HUD role in these jurisdictions was prob- 
■ably a result of the relatively limited HUD role in the early 
years of the program. In the third and fourth years, HUD's 
role also expanded considerably in suburban jurisdictions; in 
part, this was linked to HUD's policy emphasis on targeting. 


HUD's Overall Influence 


The next question in our discussion is; To what extent 
did HUD's expanded role mean more influence? We discussed 
overall HUD influence on program content in terms of HUD as a 
leading actor (table 3-2). We noted that HUD's influence 
relative to other actors had increased most noticeably in the 
fourth year, although HUD was still secondary to local par- 
ticipants. Houston is an example of an area in which an in- 
creased HUD role also meant increased HUD influence. 
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Capsule 3-6. Houston 

A major shift in HUD-local relations took place during 
the third and fourth years , with HUD playing a significantly 
stronger role in the planning and implementation of local 
CDBG activities. HUD site visits became more frequent and 
thorough in accordance with the "substantive monitoring" man- 
date, cind the agency succeeded in vetoing a third-year proj- 
ect that served an upper income area and in chipping away a 
few upper income areas at the fringes of the city's map of 
CDBG target areas. As a result of the new HUD regulations, 
Houston's fourth-year application shifted toward more concen- 
trated neighborhood improvement efforts, unlike the earlier 
pattern of small-scale, dispersed development activities 
spread across the massive target areas defined by the city in 
the first year. The growth of HUD's influence over the CDBG 
program seems to be a result of two factors. First, the 
agency's new "hands-on" policy, particularly with regard to 
targeting, has led the city to more coherent, longer range 
planning at the neighborhood level. Second, the city's poor 
implementation record and low expenditure rates resulted in 
HUD warnings about possible cuts in future block grants and 
made the city more compliant in responding to HUD directives 
and suggestions. 


Another way to view overall HUD influence is to deter- 
mine its impact on local programs. For this analysis, field 
associates were asked to characterize HUD's influence on pro- 
gram content as absolute, major, minor, or no influence. 

This measure is different from the leading actor dimension; 
instead of ranking an actor's relative influence, it assesses 
the importance of the actor ' s impact J For example , although 
an actor may be ranked second in influence, he or she may be 
far behind the leading actor in influence points and thus may 
have only a minor impact on program content. 

A third dimension of HUD influence is the Department's 
impact on specific issue areas. This issue analysis is .the 
subject of the next section. 

Tables 3-5 and 3-6 are based on field associates' judg- 
ments on the degree of HUD influence on program content and 
show a pattern of relative stability of HUD influence in the 
third and fourth years. The data show less HUD influence 
over progrcim content in central cities, in jurisdictions with 
categorical experience, and in more distressed jurisdictions. 
In the fourth year, however, there were slight movements to- 
ward more HUD influence in all of these categories of com- 
munities . 
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Table 3-5. HUD Influence Over Program Content in Year 3, 
by Type of Jurisdiction 
(number of jurisdictions) 



Total 

juris- 

■ictions 

Jurisdictions 
HUD influence 

in which 
was — 


d 

Absolute 

Major 

Minor 

None 

All jurisdictions 

61 

1 

16 

37 

7 

Type of juris- 
diction 

Central cities 

30 

0 

3 

22 

5 

Suburban juris- 
dictions 

22 

0 

10 

11 

1 

Satellite cities 

12 

0 

5 

6 

1 

Urban counties 

10 

0 

5 

5 

0 

Nonmetropolitan 

9 

1 

3 

4 

1 

Categorical program 
experience 

Urban renewal and 
model cities 

24 

0 

2 

18 

4 

Urban renewal or 
model cities 

18 

0 

6 

10 

2 

Neither 

19 

1 

8 

9 

1 

Urban conditions 
index 

Below 100 (rela- 
tively affluent) 

30 

1 

12 

16 

1 

Above 100 

(relatively 

distressed) 

31 

0 

4 

21 

6 


Source: Field research data. 
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Table 3-6* HUD Influance Over Program Content in Year 4, 
by Type of Juriidiction 
(number of jurisdictions) 



Total 

juris- 

ictions 

Jurisdictions 
HUD influence 

in which 
was — 


d 

Absolute 

Major 

Minor 

None 

All jurisdictions 

58* 

1 

16 

36 

5 

Type of juris- 
diction 

Central cities 

29 

1 

4 

20 

4 

Suburban juris- 
dictions 

21 

0 

8 

12 

1 

Satellite cities 

12 

0 

4 

7 

1 

Urban counties 

9 

0 

4 

5 

0 

Nonmetropolitan > 

8 

0 

4 

4 

0 

<^ateforical program 
en^kienca 

Urban renewal and 

23 

0 

4 

16 

3 

model cities 

Urban renewal or 
model cities 

18 

1 

4 

12 

1 

Neither 

17 

0 

8 

8 

1 

Urban conditions 
index 

Below 100 {rela- 
tively affluent) 

29 

0 

10 

18 

1 

Above 100 
(relatively 
distreased) 

29 

1 

6 

18 

4 


Source! Field research data. 


a. Pulaski County, 111. , did not receive’ CDBG funds in 
the fourth year. Cook County and Chicago were not included 
because HUD processing of the fourth-year application was not 
complete at the time of the field research. 
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In both the third and fourth years , major agency influ- 
ence was particulcirly striking in suburban jurisdictions — 
satellite cities and urban counties. In the third year, as- 
sociates reported that almost half of the suburban jurisdic- 
tions manifested major HUD influence, compared with only 
about 10 percent of the central cities in the sample. In 
the fourth year, a slight shift occurred; the n\amber of sub- 
urban jurisdictions showing major HUD influence declined from 
10 to 8, and the number of central cities where HUD had major 
influence increased from 3 to 4. Despite this small shift, 
the pattern of greater HUD influence in suburban jurisdic- 
tions continued. The pattern of a stronger HUD role in sub- 
urban jurisdictions is reinforced in the analysis of issues 
in the next section of this chapter. 

In the previous section, the data showed a substantial 
expansion in HUD's role in the third and fourth years. The 
data in this section indicate that the expanded HUD role was 
not always accompanied by an increase in overall HUD influ- 
ence. In both the third and fourth years, HUD was an abso- 
lute or major influence on program content in 17 jurisdic- 
tions, primarily siaburban communities. This compares with 16 
jurisdictions in the first 2 program years. In the remaining 
jurisdictions, although HUD had only minor or no influence 
over program content, its role nevertheless expanded in 18 
communities in the third year and 19 in the fourth year. 

Taking the factors of role and influence together, HUD 
was a major influence or increased its role in the formula- 
tion of programs in about 60 percent of the jurisdictions 
each year. 


Analysis of HUD-Local Issues 


We have just seen that the decentralization goal of the 
CDBG program was maintained in the third and fourth years , 
even though HUD increased its interaction with local govern- 
ments. Nevertheless, there have been some important changes 
in HUD involvement in local programs. These changes are re- 
flected by the impact of HUD influence in particular policy 
areas, primarily in its targeting policies, discussed in 
chapter 2. In this section we will analyze these changes in 
HUD- local relations by examining how HUD and local govern- 
ments resolved specific issues. 

Issue in this analysis means an item of disagreement be- 
tween HUD and the locality that either party is trying to re- 
solve. Issues may be resolved either by one party agreeing 
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to the other's view (willingly or unwillingly) or through a 
compromise. A HUD request for information concerning the in- 
come groups that will benefit from a given program activity 
is not an issue; however , HUD's objection, on whatever 
groxmds, to an activity proposed by local officials would be 
an issue because it represents a disagreement that HUD wants 
to resolve in its favor. 

Our report on the program's second year classified the 
issues that emerged between HUD and recipient localities dur- 
ing CDBG decisionmaking and implementation. 2 we have kept 
the basic framework used in that report, but because of some 
changes in issue coding for this report we could not develop 
completely comparable data. Nevertheless, we can compare the 
general trends of the major issue categories. 

HUD- local issues are divided into two major classifica- 
tions : sxibstantive issues and procedural issues . 

Substantive issues include the following categories : 

• Strategy issues deal with a mix of program activi- 
ties and the ways in which benefits are distributed 
as a result of the overall allocation of CDBG funds 
to program activities. 

• Program issues concern the definition and eligibility 
of specific activities of a jurisdiction's CDBG plan 
without reference to broader strategies or the tar- 
geting of benefits. 

For example, whether to allocate 2*0 percent of a community's 
block grant to social services is a strategy issue; whether 
housing counseling is an eligible social service is a pro- 
grammatic issue. Both, however, are substantive issues. 

Procedural issues include the following categories : 

• Compliance issues involve local conformity with fed- 
erally prescribed procedures and mandates, such as 
equal opportunity, environmental protection, Davis- 
Bacon wage provisions, and citizen participation. 

• Administrative/technical issues involve a variety of 
issues related to local management of CDBG program 
efforts, such as record-keeping, contractual proce- 
dures, staff capabilities, accuracy and salience of 


2 . See Dommel et al . , Decentralizing Community Develop- 
ment , chapter 3 . 
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data and information used at the local levels the 
quality and content of submissions to HUD, and re- 
ports on program performance. 

• Rate of expenditure/execution issues were included 
as administrative issues in previous Brookings re- 
ports but are now separated because of the apparent 
importance of this issue as the CDBG program contin- 
ues. This issue relates to HUD-local differences 
concerning the speed with which planned CDBG activ- 
ities are carried out by local government. Chap- 
ter 8 analyzes this aspect of current CDBG execution 
efforts . 


Strategy Issues 


Table 3-7 shows the types of HUD-local issues that be- 
came apparent during the third and fourth years , the number 
of jurisdictions in which each issue emerged, and the program 
stage (application or implementation) at which the issues 
tended to occur. 

Overall, we found that, in the third and fourth years, 
strategy issues were the principal focus of HUD-local in- 
volvements. In the second program year, by contrast, compli- 
ance issues had dominated the intergovernmental scene. 
Strategy issues received HUD and local attention in nearly 
all of the sample localities — 53 of 61 jurisdictions — during 
the third and fourth years. Program issues, compliance is- 
sues , and administrative or implementation issues emerged in 
fewer jurisdictions. 

Social Targeting . Generally, issues concerning benefits 
to lower income groups — social targeting — dominated HUD-local 
relations on substantive issues during the third and fourth 
years. In the 44 jurisdictions in which social targeting is- 
sues were a source of HUD-local contention, the issues cen- 
tered on strategies and approaches related both to housing 
and to other kinds of development activities, including phys- 
ical improvements and social service programs. Cook County, 
111., illustrates the targeting issue and HUD's role. 


Capsule 3-7. Cook County, 111 . 

Pursuant to the Embry memo of April 1977, the Chicago 
area office played a more active role in examining the con- 
tent of the county's third-year program. During the 
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Table 3-7. Number of Jurisdictions in Which HUD-Local Issues 
Occurred, by Type of Issue and the Program Stage at Which 
the Issues Emerged 


Year 3 Year 4 


Type of Issue 

Total 

Appli- 

cation 

Implemen- 

tation 

Appli- 

cation 

Implemen' 

tation 

Strategy issues 

53 

45 

22 

44 

11 


■ 




Social targeting 

44 

31 

12 

33 

7 

Housing related 

28 

13 

6 

20 

4 

Development 

activities 

33 

26 

9 

17 

4 

Geographic tar- 
geting 

33 

18 

10 

24 

5 

Housing related 

11 

6 

2 

4 

1 

Development 

activities 

30 

13 

8 

23 

4 

Other strategy 

30 

17 

13 

18 

7 

Housing related 

22 

16 

9 

11 

6 

Development 

activities 

14 

5 

4 

11 

2 

Program issues 

li 


11 

15 

3 

Housing related 

12 

6 

4 

4 

0 

Physical develop- 
ment 

15 

8 

5 

7 

2 

Public social 
services 

10 

5 

3 

3 

1 

Other 

10 

5 

3 

3 

1 
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Table 3-7. Number of Jurisdictions in tfhich HUD-Local Issues 
Occurred, by Type of Issue and the Program Stage at Which 
the Issues Emerged (continued) 




Year 3 

Year 4 

Type of Issue 

Total 

Appli- 

cation 

Implemen- 

tation 

Appli- 

cation 

Implemen- 

tation 

Compliance issues 

38 

12 

27 

17 

6 







Equal opportunity 

28 

6 

18 

8 

4 

En vir onmen ta 1 

Citizen parti- 

13 

3 

10 

4 

1 

cipation 

11 

3 

4 

4 

0 

Davis -Bacon 

8 

1 

7 

0 

0 

Other 

8 

3 

5 

2 

2 

Administrative 

39 

11 

25 

15 

4 

issues 






Rate of expenditure 

iZ 

_9 

li 

_5 

_5 

Total jurisdic- 






tions 

61 

61 

61 

60 

60 


Source: Field research data. 


Note: Each figure represents the number of jurisdictions in 
which a particular type of issue occurred at a partic- 
ular stage of the program. Numbers in columns do not 
total because of overlap among categories. 
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preparation phase of the third-year application, the HUD 
field representative informed the county executive's admin- 
istrative assistant in charge of the CDBG program that the 
county would have to make sure that its third-year program 
was primarily targeted to benefit low- and moderate-income 
persons. The county responded by ranking its communities 
according to the proportion of lower-income households in 
each community; any municipality in which the proportion ex- 
ceeded the countywide average of 24 percent was designated 
as eligible for priority funding. Fifty-one of 106 cooper- 
ating municipalities were so classified. The county staff 
estimated that these municipalities received about 80 per- 
cent of the total county entitlement for the third year. 

The assumption was that these communities would target funds 
to their poorer neighborhoods. In the fourth year, the 
county targeted its CDBG resources toward low- and moderate- 
income groups to an even greater extent, partly at HUD's 
prodding and partly on its own initiative. County officials 
had perceived themselves heading in this direction in any 
case, preferring a slow and cautious approach that would not 
politically offend upper income groups. But it was clear 
that the timetable for targeting benefits was pushed forward 
by the area office's interpretation and application of the 
Embry memo and the March 1978 regulations. 


In some instances, HUD's influence during the third and 
fourth years was more a continuation of earlier HUD- local 
issues concerning social targeting than a reflection of 
changing positions by area office officials. In such cases, 
the new policies from Washington tended either to reinforce 
agreements already reached between HUD field officials and 
local decisionmakers or to give new leverage to HUD area of- 
ficials who had been unsuccessful in influencing the local 
targeting of program benefits. Greece, N.Y., and Scotts- 
dale, Ariz., are examples of each of these kinds of situa- 
tions. 


Capsule 3-8. Greece, N.Y. 

The major theme of Greece-HUD relations was evident by 
the end of the first year and continued virtually unchanged 
through the fourth-year application process. HUD continued 
to pressure this rapidly growing, affluent satellite city to 
taraf^t CDBG funds to lower income residents. Although 

's major priorities called for general development 
ts to accommodate its rapid growth, since the second 
" — the city has allocated its CDBG funds toward a 

eighborhood conservation in its older and poorer 
.-Q needs of older neighborhoods 
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was due largely to the influence of HUD and has brought town 
officials to the point where housing rehabilitation is auto- 
matically funded each year at about 20 percent of the enti- 
tlement, and related park and neighborhood improvements are 
targeted to the older sections of town. 


Capsule 3-9. Scottsdale, Ariz . 

Scottsdale and HUD are old adversaries, at least since 
the beginning of CDBG , over the question of the city ' s role 
in regional housing efforts for lower income families and the 
use of CDBG funds to benefit low- and moderate- income resi- 
dents. Given the city's newness and affluence, it is not 
surprising that it has had some difficulty finding acceptable 
targets for expenditure. In the first 2 years, the city al- 
located most of its funds to citywide capital improvements 
and to parks and recreation activities. In the third year, 
the HUD area office disallowed over $800,000 of expenditures — 
about 45 percent of the block grant — that had been allocated 
to capital improvements in the most affluent parts of the 
city. Scottsdale officials contended that HUD was interfer- 
ing with the city's decisionmaking authority under the block 
grant legislation and carried their fight to Washington by 
mobilizing the Arizona congressional delegation. The city 
failed in its attempt to reassert its own priorities; HUD 
Secretary Harris denied the appeal, and the city was forced 
to reprogrcim the funds to its lower- income areas . From 
Scottsdale's point of view, however, the battle had just 
begun. The city successfully lobbied for a clause that ap- 
peared in the final regulations permitting cities to use city 
median income levels to determine low- and moderate- income 
classifications. Otherwise, none of Scottsdale's census 
tracts would have been eligible. As a result, the strained 
relations between Scottsdale and HUD during the third year 
appear to have eased. The fourth-year application has 
stronger targeting than the previous years , and it was ap- 
proved by the area office without any problems. But, as one 
city official described the process: "Both HUD and the city 
were bloodied in the third-year battle , and we both leeirned 
something from it. " 


Many social targeting issues concerning housing dealt 
with the local formulation of housing assistance plan (HAP) 
goals and the types of households targeted for housing assis- 
tance. The HAP issue most frequently concerned the local 
preference for housing for the elderly over housing for large 
families — the kinds of "proportionality" issues that HUD's 
March 1978 regulations formally addressed. Many jurisdictions 
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allocated a much larger share of housing assistance to el- 
derly households than their proportion of the housing-needy 
population suggested, while providing proportionately less 
assistance for nonelderly households that included larger 
families with children. Frequently, the local preference 
was related to the political problems associated with de- 
veloping housing opportunities for families with children, 
particularly in the case of minority households. By con- 
trast, elderly housing assistance was more popular and far 
less controversial. The following capsule illustrates this 
point. 


Capsule 3-10. Huntington Beach, Calif . 

The major issue in this locality concerned the housing 
component of the CDBG program and specifically the HAP. HUD 
called in the city's CDBG staff and requested that they re- 
vise their fourth-year HAP goals; HUD then mandated the HAP 
goals to the staff. HUD contended that the original HAP 
goals overemphasized "affordable" housing for the elderly and 
underemphasized housing opportunities for low- and moderate- 
income families. Local officials viewed HUD's revisions as 
unrealistic, believing that they were being put into a posi- 
tion of being unable to implement the revised goals. Both 
the HUD and local perceptions have some validity. Data gath- 
ered by HUD and the State clearinghouse confirm that the 
needs for housing assistance among lower income families had 
not been adequately or equitably addressed in local HAP 
plans. But local political forces were alined in the oppo- 
site direction. Senior citizens in Huntington Beach were a 
well-organized, potent political force who made their de- 
mands known to the CDBG staff and to local elected offi- 
cials, particularly in the area of housing. Local officials 
perceived that poor and minority residents were not orga- 
nized as a local pressure group. These local perceptions 
were in turn reflected in the local HAP decisions. 


The field reports also showed that HUD's involvement in 
social targeting issues varied among the different types of 
jurisdictions. Problems with social targeting tended to oc- 
cur more frequently in suburban jurisdictions (satellite 
cities and urban counties) than in central cities (table 
3-8). Nearly all suburban jurisdictions (19 of 22) had an 
encounter with HUD over the distribution of program benefits, 
whereas the same issue arose in two-thirds (21 of 30) of the 
central cities. 
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Table 3-8. Number of Jurisdictions 
Issues Occurred During Years 3 and 4 
Jurisdiction 


in Which Intergovernmental 
, by Type of Issue and 


Total Type of jurisdiction 


Type of involvement 

JL V./ V., dJL 

years 
3, 4 

Central 

cities 

Satellite 

cities 

Urban 

counties 

NonmetrO' 

politan 

Strategy issues 


11 

11 

_9 

_7 

Social targeting 

44 

21 

10 

9 

4 






Housing related 

28 

13 

7 

6 

2 

Nonhousing 

activities 

33 

15 

8 

7 

3 

Geographic tar- 

gating 

33 

11 

_5 

_2 

_5 

Housing related 

11 

4 

1 

5 

1 

Nonhousing 

activities 

30 

15 

5 

5 

5 

Other strategy 

issues 

11 

li 

_6 

_7 

_1 

Housing related 

Nonhousing 

22 

10 

4 

5 

3 

activities 

14 

8 

3 

3 

0 

Program issues 

li 

11 

_8 

_6 

_3 

Housing 

12 

4 

3 

4 

1 

Physical develop- 

ment 

15 

9 

3 

2 

1 

Public/social 

service 

15 

8 

4 

1 

2 

other 

10 

7 

3 

0 

0 
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Table 3-8. Number of Jurisdictions in Which Intergovernmental 
Issues Occurred During Years 3 and 4, by Type of Issue and 
Jurisdiction (continued) 



Total 
years 
3, 4 


Type of 

jurisdiction 


Type of involvement 

Central 

cities 

Satellite Urban 

cities counties 

Nonmetro- 

politan 

Compliance issues 

38 

20 

_5 

_7 

_6 

Equal opportunity 

28 

15 

4 

4 

5 

Environmental 

clearance 

13 

6 

2 

4 

1 

Citizen partici- 
pation 

11 

6 

2 

2 

1 

Davis -Bacon 

8 

3 

1 

3 

1 

Other 

8 

4 

1 

3 

0 

Admi ni s tr a t i ve 
issues 

39 

21 

_9 

_6 

_3 

Rate of expenditure 

IZ 

10 

_2 

_ 3 _ 

_2 

Total jurisdic- 
tions 

61 

30 

12 

10 

9 


Source: Field research data. 


Note: Each figure in the table represents the number of juris- 

dictions in which a particular type of issue occurred at 
a particular stage of the program. Numbers in columns 
do not total because of overlap among categories . 
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Geographic Targeting Issues . Geographic targeting is- 
sues occurred more frequently during the fourth-year applica- 
tion stage with the introduction of the neighborhood strategy 
area (NSA) concept in the March 1978 HUD regulations. Under 
the new regulations , localities are expected to concentrate 
CDBG investments in areas they designate as NSA's. These 
provisions required some jurisdictions to change earlier dis- 
tribution patterns of CDBG-funded programs that had dispersed 
activities across many neighborhoods. In particular, HUD 
field offices questioned several "free-standing" service pro- 
grams — frequently carried over from the model cities program 
or activities started under CDBG to provide communitywide 
services — to assure that the purpose of such services was 
primarily to support physical improvement activities in the 
NSA's. The capsule of Dade County, Fla., presented earlier 
in this section illustrates this issue. Similarly, the ear- 
lier capsule on Houston shows HUD's influence in promoting 
more neighborhood-concentrated programs, although at a cost 
to some areas outside the designated NSA's that had antici- 
pated specific projects. The Minneapolis capsule below il- 
lustrates detailed interactions between HUD and localities 
concerning geographic targeting. 


Capsule 3-11. Minneapolis 

The NSA requirements in the fourth-year application 
caused several problems with the city's earlier social serv- 
ices strategy and made services a major HUD-local issue. The 
HUD area office required that CDBG-funded public service ac- 
tivities serve primarily the residents of NSA's where physical 
development activities were being concentrated. To make the 
transition from a much broader citywide system of services, 
the city had to create interim NSA's, which were to be ap- 
proved by HUD as a step toward concentration of efforts. To 
postpone the problem of drawing back on service commitments 
in some areas , the city proposed the existing target neighbor- 
hoods as interim NSA's, but HUD objected, claiming that the 
Powderhorn area was too large and the proposed programs within 
it were too thinly distributed. Powderhorn and two other in- 
terim areas would have to be reduced in size in order to meet 
HUD criteria. Local staff members were concerned that the re- 
programing effort would require reactivating the elaborate de- 
cisionmaking structure set up for the fourth-year application 
or risk incurring the wrath of the citizens. Extensive dis- 
cussions followed, involving HUD, city staff, and the city 
council. A compromise resulted that restricted services to 
approved interim NSA' s and permitted only physical develop- 
ment activities in the disputed areas . One of the major con- 
sequences was that a number of citywide service programs 
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funded by CDBG — such as day care and the Age and Opportxinity 
Center — were restricted to residents of the NSA's. The issue 
was expected to recur in the fifth program year. 


Geographic targeting was an issue in about half of all 
types of jurisdictions, whether they were central cities, sub- 
urban jurisdictions, or nonmetropolitan communities (table 3-8). 

Other Strategy Issues . Among other strategy issues that 
emerged between HUD and localities , the relationship between 
housing strategies and local community development approaches 
assiomed the greatest prominence. As shown in table 3-8, 
strategy concerns related to physical development activities, 
service programs , and other nonhousing activities were less 
frequent and more varied, and had no clear pattern among the 
sample jurisdictions. 

Although housing-related issues declined between the 
third and fourth years , they have been a source of concern 
between HUD and localities. The basic housing questions 
raised in these HUD- local involvements fall into several spe- 
cific areas. 

Attempts to stimulate lagging local- interest in address- 
ing lower income housing needs through appropriate CDBG-HAP 
strategies received the most consistent attention. This was 
the case in 8 of the 22 jurisdictions in which housing- 
related strategies were a source of disagreement between HUD 
and _ localities; 6 of the 8 jurisdictions were sxaburban com- 
munities. In these cases, the issue was whether any effort 
was being made in housing as part of an overall CDBG strat- 
egy, rather than the targeting of housing benefits per se. 

In Orange County, Calif. , market obstacles reinforced local 
reluctance to take up housing issues; in Mt. Vernon, N.Y., 
the issue concerned the extent to which housing priorities 
should take precedence over other development priorities . 


Capsule 3-12. Orange County, Calif . 

HUD registered its dissatisfaction with the county's in- 
ability to move forward in providing housing for low- and 
moderate- income families. County officials maintained that 
the CDBG program was understaffed and particularly lacked 
people with housing specialist skills. Land and property 
values in Orange County have skyrocketed in recent years; 
demand for upper income housing has been high despite rising 
construction costs; and developers have little incentive to 
build units appropriate for lower income households , whether 
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they are renters or buyers. In addition, there has been re- 
sistance on the part of some cooperating cities to accommo- 
date lower income families. Two cities have already with- 
drawn from the CDBG program because of county pressures to 
include plans for assisted housing. HUD recognizes the con- 
straints on new construction but has continued to press the 
county to strengthen its activities in housing rehabilita- 
tion, section 8 rental subsidies, and mortgage loan programs. 


Capsule 3-13. Mt. Vernon, N.Y . 

From the start, Mt. Vernon's CDBG program generated a 
good deal of local controversy among minority leaders over 
its attempt to develop communitywide facilities — an ice skat- 
ing rink and a multimillion dollar development over the rail- 
road line that bisects the city — while ignoring the housing 
needs of the southeast side, a neighborhood with a large con- 
centration of low- income and minority residents. The NAACP , 
along with a coalition of other minority organizations from 
the southeast, tried to block the city's CDBG plans for the 
rink, but the HUD area office stated that the development was 
within Federal guidelines. These problems recurred (after 
the death of the mayor and the election of a new mayor) dur- 
ing the second program year, when the city tried to reprogram 
CDBG allocations to build a parking garage in a shopping area 
to boost downtown improvement. The NAACP mounted another 
campaign, which included several letters to Secretary Harris 
complaining about the lack of emphasis on housing for the 
poor. During the A-95 review for the third-year application, 
the charge was also picked up by Siaburban Action and the Co- 
alition for an Equitable Region. The NAACP also registered 
its dissatisfaction with congressional representatives in 
Washington, and these complaints were communicated to HUD. 
Because of the attention drawn to Mt. Vernon, the director 
of the HUD area office made two site visits, but the charges 
were successfully rebutted by the city in its subsequent doc- 
umentation of housing-related activities. 


In five jurisdictions, issues arose between HUD and the 
communities over the formulation of HAP goals and section 8 
strategies or allocations over the extent to which housing 
opportunities should be emphasized in relation to other 
strategies. Other housing-related strategy, issues were 
varied and affected only a few jurisdictions. In some cases, 
HUD and third parties objected to local efforts to direct 
CDBG-funded housing rehabilitation exclusively to homeowners 
while overlooking or giving less emphasis to tenants. In 
other instances, HUD objected to the neighborhoods designated 
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for local housing efforts on grounds of equity by racial or 
income group. HUD tried in two instances to tie section 8 
allocations to the improvement and occupancy of defaulted FHA 
properties, but met with local disagreement. In Chicago, the 
Gautreaux decision triggered a HUD-local controversy and ne- 
gotiations over housing strategies. ^ In New York City, an 
extended dispute between the city and HUD over the city's use 
of CDBG funds to operate buildings taken over by the city as 
a result of tax delinquency was resolved in the city's favor. 


Program Issues 


The kinds of program issues that arose shifted by the 
third and fourth program years. In the first 2 years of 
CDBG, housing and social service programs were the primary 
areas of contention. These issues usually focused on the 
"expected- to- reside" (ETR) provision in the HAP goal formu- 
lations, or the responsibility of the locality to docxament 
the housing needs of those expected to reside within their 
borders, and on the eligibility of public or social service 
programs. By the fourth year, these were no longer major 
issues. Generally, program issues appear to have declined 
in relative importance as strategic issues gained more at- 
tention (table 3-7) . The programs that emerged as issues in 
the third and fourth year were broader in scope, including 
community development activities, capital improvement proj- 
ects, and housing and social service activities. 

Most program issues concerned the eligibility of spe- 
cific activities, particularly in relation to physical de- 
velopment activities. In several instances, HUD questioned 
whether spending CDBG funds on historical preservation and 
restoration activities was appropriate. Issues were also 
raised over the use of CDBG funds for projects providing 
broad, communitywide benefits, such as the development of 
a watershed; construction of a parking garage, a city ice 


3. In 1969 a U.S. district court ruled against the Chi- 
cago Housing Authority for practicing racial segregation in 
selecting tenants and in locating new ptiblic housing units. 
The court established quotas requiring the location of over 
three-fourths of new public housing units in white residen- 
tial areas. Since the block grant program, HUD has been con- 
cerned that local CDBG-HAP decisions be consistent with the 
court mandate . 
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rink, arterial roads, and a seawall; renovation of school 
buildings and museiams; and repair of potholes. 

Eligibility concerns were also raised about various 
housing and social service programs; a few instances involved 
the use of block grant funds to buy land for the private de- 
velopment of assisted housing. Other eligibility issues re- 
lated to housing programs occurred in single instances — for 
example, emergency housing repairs and relocation, use of 
CDBG funds for bonding rehabilitation contractors , conver- 
sion of an old warehouse to multifamily housing, rehabilita- 
tion of mobile homes, and demolition in a nonblighted area. 

Eligibility questions concerning social service programs 
also varied; however, unlike the earlier years, the eligibil- 
ity of particular or unusual kinds of services was not ques- 
tioned. Examples of such services that had been questioned 
earlier are funding of scholarship programs, operation of a 
community center built with CDBG funds, burglary prevention 
and other police- related services, legal services, radio and 
newspaper activities, recreation programs, and a program for 
teaching cardiopulmonary resuscitation. 

In sum, the program issues that remained by the fourth 
year covered an assortment of unpredictable technical ques- 
tions and eligibility concerns of the kind that call for 
close decisions in any Federal grant program. 


Compliance Issues 


Equal Opportunity . Among the compliance issues that 
confronted HUD and recipient localities during the third and 
fourth program years , issues involving equal opportunity oc- 
curred in nearly half (2 8) of the jurisdictions (table 3-7) . 
The equal opportunity issue arose with particular frequency 
in central cities (table 3-8) . Half of the central cities 
had encounters with HUD over equal opportunity issues during 
the third and fourth years , while only one third of the sub- 
urban jurisdictions had such encounters. Although we ^e not 
sure what caused these jurisdictional differences, it is 
possible that the larger concentrations of minority residents 
and the greater political activism of groups in central cit- 
ies increased the importance and incidence of equal oppor- 
tunity issues. 

The field reports and data on equal opportunity issues 
show considerable continuity both in the number of jurisdic- 
tions in which they surfaced — 2 8 jurisdictions during the 
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third and fourth years — and in the persistence of these is- 
sues and problems in many of the jurisdictions in which they 
first appeared. The concern that occurred most frequently 
involved local obstacles and delays in instituting affima- 
tive action measures in the hiring practices of the local 
government and of contractors carrying out CDBG-funded proj- 
ects. In other instances, the emphasis was on efforts to 
increase the use of minority-owned firms in CDBG activities 
or to institute or strengthen local fair-housing ordinances 
and practices. Generally, the issues were limited to par- 
ticular criticisms of local CDBG efforts and emerged in the 
annual HUD performance monitoring of local programs . The 
following capsules illustrate these issues. 


Capsule 3-14. Bangor, Maine 

Although CDBG issues that axose between HUD and the city 
generally were not highly controversial, the equal opportuni- 
ty issue was the possible exception. The issue was stimu- 
lated, at least in part, by complaints from the local chapter 
of the NAACP. After hearing the equal employment opportunity 
(EEO) officer from the HUD area office speak at an NAACP meet- 
ing, chapter members took the opportunity to express their 
concerns about Bangor's hiring practices. Later, the HUD of- 
fice threatened to withhold the fourth-year block grant en- 
titlement until it received a letter of assurance from the 
city that equal opportunity goals would be met. Local offi- 
cials were surprised by the firmness of HUD's position and by 
the fact that there had been little advance warning. Never- 
theless, the matter did not generate heated controversy; the 
city accepted HUD's position. 


Capsule 3-15. Durham, N.C . 

The only major conflict between Durham and HUD in the 
third and fourth years concerned the city's refusal to imple- 
ment a formal affirmative action program, with specific goals 
for minorities and women, covering all employment in city 
government. Although HUD sought to bring Durham to the point 
of submitting a plan, the agency was unable to force compli- 
ance because it lacked the legal authority to penalize the 
city for noncompliance. But the situation may change in the 
near future because the city manager who resisted compliance 
resigned. His recently appointed successor favors developing 
a fomal affirmative action plan. 
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The problems of monitoring equal opportunity compliance 
in urban counties are made more difficult because local gov- 
ernments have two levels of responsibility for CDBG activi- 
ties. The recipient coxinty government must (1) comply with 
Federal requirements governing the CDBG- funded activities 
that they are directly responsible for and (2) monitor the 
complicince of participating municipalities that receive CDBG 
allocations through the county. Cook County, 111. , provides 
an example of the problems that can result. 


Capsule 3-16. Cook County, 111 . 

The routine monitoring of program records by the Chicago 
HUD area office at the end of the second program year, and 
the agency's review of the coxanty's grantee performance re- 
port, revealed vagueness and possible deficiencies in the 
county and municipal compliance with various Federal compli- 
ance regulations — relocation and property acquisition, equal 
opportunity requirements, affirmative action provisions, and 
Davis-Bacon wage provisions. At the beginning of the third 
program year, the area office pressed the county to tighten 
its monitoring of municipal performance by adding staff for 
the purpose. The county agreed and hired a full-time staff 
member to promote and monitor municipal compliance. The new 
staff member set out to enforce the intergovernmental agree- 
ments that already existed between the coxmty and cooperating 
municipalities. These agreements contained "boilerplate" 
legal provisions covering the full range of compliance re- 
quirements. In addition, he explained to municipal officials 
and staff what was required and clarified the provisions to 
be included in all contracts between CDBG-funded municipali- 
ties and private contractors. In March 1978, the director of 
the HUD area office sent a letter establishing a goal that 26 
percent of CDBG project allocations be awarded to minority- 
owned businesses. The county compiled and distributed a di- 
rectory of minority-owned businesses to be used by partici- 
pating municipalities in locating minority contractors for 
community development projects. After a monitoring visit in 
July 1978, the area office found that "Cook County has com- 
plied sxobstantially with all equal opportunity require- 
ments . . . . " 


In a few instances, equal opportunity disputes between 
HUD and local officials were more serious. In a few juris- 
dictions, the issues spanned a broad range of alleged defi- 
ciencies in priorities related to the CDBG program. In Alle- 
gheny County, Pa. , a coalition of local civil rights groups 
complained to HUD about affirmative action in county employ- 
ment, minority participation in CDBG-funded economic 
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development activities, and the degree to which minority com- 
munities shared in the distribution of CDBG program benefits. 
In Boston, a State agency — the Massachusetts Commission 
Against Discrimination (MCAD) — used the A-95 review process 
to press for across-the-board reforms in the city's fair- 
housing program, hiring and contracting practices , and the 
distribution of CDBG program benefits, particularly in the 
awarding of housing rehabilitation loans. In Philadelphia, 
during the review of the fourth-year application, the equal 
opportunity branch of HUD's central office charged that the 
city's CDBG program was racially discriminatory. With some 
help from the HUD area office, the city was able to refute 
the Washington contentions. In the instances of major HUD- 
local disputes over minority issues, equal opportunity advo- 
cates were generally able to secure some gains as a result. 
This is reflected in the outcome patterns (discussed in the 
next section) associated with equal opportunity issues, which 
almost always are resolved in HUD's favor. 

Other Compliance Issues . Other compliance issues emerged 
less often. Of the remaining compliance issues — environmen- 
tal review, citizen participation, Davis-Bacon wage provi- 
sions — none occurred in more than one-fifth of the jurisdic- 
tions during any program stage, far less than the frequency 
of equal opportunity issues. 

Environmental compliance issues usually reflected HUD 
criticisms of local procedures for obtaining environmental 
clearance. The most frequent problem with regard to citizen 
participation concerned local conformance with the prescribed 
procedural guidelines. In a few instances HUD's objections 
went beyond procedures. In Phoenix, HUD pressed for the cre- 
ation of a citizen participation structure; in Sioux Falls, 
S.D. , HUD criticized the lack of minority representation on 
the citizen advisory committee; in Worcester, Mass., HUD 
urged that the community move toward a neighborhood-based 
citizen participation structure. Davis-Bacon issues dealt 
either with inadequate local compliance monitoring proce- 
dures or with alleged or actual violations. 


Administrative/Technical Issues and Expenditure Rates 


Administrative and technical issues occurred in 39 of 
the 61 jurisdictions and covered a rcinge of concerns. Prob- 
lems that appeared regularly were inaccuracies and deficien- 
cies in local applications and reports to HUD, and inadequa- 
cies in the record-keeping of local CDBG administrators. 
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Issues concerning expenditure rates or the rate of irnplemen- 
tation occurred in 17 jurisdictions. Implementation prob- 
lems, including rates of expenditure, are discussed in chap- 
ter 7. 


Initiation of Issues 


In describing each issue that arose, associates also 
identified the parties responsible for initiating the issue — 
HUD, the locality, or a third party. Third parties could be 
individuals, local public or private interest groups, or 
neighborhood-based organizations. Thus, a resident who ob- 
jected to specific CDBG-funded activities and got HUD to in- 
tervene exercised initiative; in this instance HUD was not 
the initiator but only responded to another party. HUp's 
objection to a park project that would serve an upper income 
area or placement of conditions on approval of an applica- 
tion are examples of HUD initiative. Local attempts to al- 
ter hud's policies in favor of its own priorities are in- 
stances of local initiative. Table 3-9 shows the initiating 
source for each major type of issue. 

Because of the general expansion of HUD's role, we 
would expect a great deal of HUD initiative , especially on 
targeting issues. Those expectations are confirmed in table 
3-9. In each issue area, the initiative came overwhelmingly 
from HUD, especially in regard to targeting issues. In addi- 
tion, HUD often exercised initiative in administrative, com- 
pliance, and program issues. HUD persisted in pressing an 
issue in different program stages most often in the areas 
of targeting and compliaince. 

Although third parties initiated issues in far fewer 
jurisdictions than did HUD, they did so more often than local 
officials. Most frequently, third-party actions took the 
form of complaints to HUD when efforts to negotiate the prob- 
lem directly with local officials did not succeed. Local 
governments raised issues infrequently, perhaps because of 
the decentralization achieved during the first 2 years of 
the program. Because local decisionmakers usually determined 
program content and procedures, efforts to influence or 
change local decisions and procedures during the third and 
fourth prograiti years rested with HUD or third parties. 
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Table 3-9. Initiation of HUD- Local Issues, by Type of Issue 



Number of 

jurisdictions in which 

issue arose 

Type of issue 

Initiated 

by 

locality 

Initiated 
by third 
party 

Initiated 
by HUD 

Initiated 
by HUD at 
more than 
one pro- 
gram stage 

Strategy issue 

a 

13 


a 

Social tar- 

geting 

a 

7 

42 ^ 

2ia 

Geographic 

targeting 

dL 

3 

2^ 

13 ^ 

Other strategy 

5 

12 

24 

10 

Program issues 

3 

7 

29 

7 

Compliance issues 

3 

8 

34 

16 

Admini s tr at i ve 

issues 

3 

1 

37 

8 

Rate of expen- 

diture 

0 

3 

14 

5 

Total jurisdic 
tions 

61 

61 

61 

• 

61 


Source: Field research data. 


Note: The sums of rows or columns do not total to the sample 
size because issue areas overlapped. For example, a 
jurisdiction may have one strategy issue initiated 
by a third party and another initiated by HUD; the 
jurisdiction will be counted in both totals. Also, 
a jurisdiction having program issues may also have 
compliance issues and will be counted in both totals. 

a. In five cases initiative was exercised by local CDBG 
officials in the submission of plans and proposals that were 
known to be contrary to HUD's position regarding social or 
geographic targeting. Since it was difficult to isolate the 
extent to which the initiative lay with HUD in its new tar- 
geting policies or with localities opposing them, initiative 
was not assigned in these cases. 
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Outcomes of HUD-Local Issues 


In our second report , we reported that during the first 
2 program years HUD's position prevailed in nearly all of 
the procedural issues and on most of the programmatic issues. 
However, outcomes on strategy issues favored the local juris- 
dictions in more than half the cases. Because strategy issues 
were considered to be the most important substantive issues, 
we concluded that although HUD tended to have authority on 
administrative and program issues, the goal of decentraliza- 
tion of substantive decisionmaking had been achieved to a 
notable degree. 

Definitions . To assess the decentralization trend, we 
extended the outcome analysis approach into the third and 
fourth program years with the same classification framework 
used in our first report. Direct longitudinal analysis is 
not possible because of coding variations between the two re- 
ports; however, we can make general comparisons between years 
on the outcomes of the issues. Table 3-10 shows the "outcome 
patterns" associated with each type of HUD- local issue for 
the third and fourth years. To obtain the pattern, we clas- 
sified the outcome of each HUD-local issue reported by the 
field associates as follows: HUD wins, locality wins , com- 
promise, or not yet resolved. Then for each jurisdiction we 
aggregated the outcomes of all issues to determine the out- 
come pattern. 

For example, assume that a program issue arises on sev- 
eral occasions in a jurisdiction over the third and fourth 
program years. If the outcomes include both HUD and local 
wins , then the outcome pattern is one of mixed outcomes ; ^ 
similarly, the pattern is mixed outcomes if there are nei- 
ther HUD nor local victories but the issues are compromised. 

If there is at least one HUD win but no local wins, then the 
pattern is one in which outcomes favor HUD . If there is at 
least one local win and no HUD win , then the pattern is one 
in which outcomes favor the locality . If neither side wins 
at least once and there is no compromise, then the pattern 
is one of undetermined outcomes . Patterns were categorized 
as follows: 

1. Outcomes Favor HUD : At least one HUD win, possibly 
accompanied by compromises and unresolved outcomes; 
no local wins. 

2. Outcomes Favor Locality ; At least one local win, 
possibly accompanied by compromises and unresolved 
outcomes; no HUD wins. 
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Table 3-10. Outcome Patterns for HUD-Local Issues Raised 
During Years 3 and 4, by Type of Issue 



Total Outcomes Outcomes Undeter- 

juris- favor Mixed favor mined 


Type of issue 

dictions 

HUD 

outcomes 

locality 

outcomes 

Strategy issues 

22 

22 

29 

_5 


Social tar- 
geting 

ii 

18 

22 

_7 

_3 






Housing 

related 

28 

17 

4 

3 

4 

Nonhousing 

activities 

33 

12 

12 

8 

1 

Geographic 

targeting 

22 

22 

n 

_5 

_5 


Housing 

related 11 5 1 2 3 


Nonhousing 

activities 30 13 7 64 

Other strategy 

issues 22. ^ 12. 5 4 

Housing 

related 22 10 6 3 3 

Nonhousing 

activities 14 5 4 41 

Program issues 34 20 7 7 0 

Housing 

related 12 10 0 1 1 

Physical 

development 15 9 0 6 0 

Public/social 

service 15 7 1 7 0 

Other 10 5 2 2 1 
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Table 3-10 . Outcome Patterns for HUD— Local Issues Raised 
During Years 3 and 4, by Type of Issue (continued) 





Number of 

jurisdictions 

Type of issue 

Total 

juris- 

dictions 

Outcomes 

favor 

HUD 

Mixed 

outcomes 

Outcomes 

favor 

locality 

Undeter- 

mined 

outcome: 

Compliance 

issues 

38 

24 

5 

4 

5 







Equal oppor- 

tunity 

28 

17 

0 

5 

6 

En vi r onment al 

clearance 

13 

11 

0 

1 

1 

Citizen par- 

ticipation 

11 

7 

0 

4 

0 

Davis-Bacon 

8 

7 

0 

0 

1 

Other 

8 

6 

0 

1 

1 

Administrative 

issues 

39 

26 

_4 

_2 

_6 

Rate of expen- 

diture 

17 

8 

2 

3 

4 


Source: Field research data. 


Note: It is possible to sum data across rows, but not pos- 

sible to do so down columns because of overlap. For 
example, a jurisdiction having a social targeting 
issue and a geographic targeting issue will be counted 
only once in the strategy issue category. 
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3. 


Mixed Outcomes : Either the aggregated outcomes con- 
tain both a HUD win and a local win, or they are all 
compromises possibly accompanied by unresolved out- 
comes . 

4. Unresolved Outcomes : No HUD or local wins and no 
compromises , and at least one unresolved issue. 

For each type of issue, table 3-10 provides the number of 
jurisdictions in which each kind of outcome pattern occurred 
during the third and fourth years . 

Findings . During the third and fourth program years, 

HUD prevailed on program and compliance issues in a substan- 
tial majority of jurisdictions in which such issues occurred; 
the compliance issue pattern was similar to that of the first 
and second years. In the new category — rate of expenditure 
issues — HUD prevailed in at least half the cases . On sub- 
stantive issues of strategy, the outcome patterns were more 
mixed, although the trend appears to be more in the direction 
of outcomes favoring HUD, a shift from the first and second 
years. Of the 53 jurisdictions in which strategy issues oc- 
curred, most jurisdictions (29) showed a mixed outcome. 
However, among the remaining 24 jurisdictions outcomes were 
predominantly in favor of HUD (18 favored HUD while only 5 
favored the locality and 1 was unresolved) . Thus , there has 
been a shift to a higher proportion of HUD wins on substan- 
tive issues. 

Within the strategy issue category there are some impor- 
tant variations in the pattern of HUD wins. HUD won three- 
fifths of the social targeting issues on housing-related 
strategies ; this issue usually concerned the proportionality 
test applied to HAP goals and appears to have been enforced 
by HUD area offices fairly consistently. Overall outcomes 
also favored HUD in the social targeting of nonhousing ac- 
tivities and in geographic targeting, but there was a high- 
er proportion of jurisdictions with mixed outcomes. 

This general trend toward more HUD wins varies by type 
of jurisdiction. We noted earlier the more frequent occur- 
rence of targeting issues in siiburban jurisdictions and HUD's 
greater influence there. Similarly, the outcome patterns 
associated with targeting strategy issues tend to differ by 
type of jurisdiction (table 3-11) . HUD had its strongest 
success record on targeting issues in the sample siaburban 
jurisdictions, where there were relatively few outcome pat- 
terns clearly in favor of the localities; on social target- 
ing issues the outcome favored HUD 10 to 2 , and on geograph- 
ic targeting HUD was favored 7 to 1. The record is more 
mixed in the central cities, where there are much greater 
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Table 3-11. Outcome Patterns for HUD-Local Strategy and Program Issues, 
by Type of Jurisdiction, Years 3 and 4 
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balances of HUD and local wins. On social targeting the out- 
come was 5 to 4 , but the outcome for geographic targeting 
favored the localities 4 to 3. HUD also dominated the local 
governments on program issues 11 to 2, but the pattern was 
much closer in central cities at 6 to 5. As expected, HUD 
dominated the nonmetropolitan jurisdictions across the board. 

To summarize, HUD's role in the process expanded in both 
years, although its overall influence over program content 
remained relatively stable. HUD influence in particular 
policy areas did increase, however, as seen in the issue- 
outcome data. The areas of new inf luence- were principally 
in social and geographic targeting and were particularly 
striking in suburban jurisdictions. This influence suggests 
that the new targeting policies that evolved in 1977 a id 1978 
affected program decisions in the third and fourth years. 
Chapter 6 presents an analysis of the social targeting 
impacts . 


HUD Conditions and Warnings 


A final perspective on HUD's expanding intergovernmental 
role concerns the practice by area offices of attaching formal 
conditions or informal warnings to the local CDBG application. 
In some cases, the HUD area office gave the local CDBG appli- 
cation "conditional approval"; that is, the grant was approved 
if the jurisdiction met certain conditions during the program 
year of the application or the following year. The other HUD 
sanction was more informal and consisted of warnings from HUD 
to local officials that the locality might lose some or all 
of its entitlement grant the following year if certain condi- 
tions were not met. 

The field associates reported that the use of these HUD 
sanctions was fairly widespread during the third and fourth 
years, affecting 40 sample jurisdictions (table 3-12) . Twen- 
ty-eight jurisdictions had conditions attached to their ap- 
proved applications; 30 received warnings. The use of con- 
ditions and warnings increased between the third and fourth 
years; the largest increase was in the number of warnings 
over local rates of expenditure of CDBG funds. 

Generally, the conditions that HUD imposed on CDBG ap- 
plications during the third and fourth years closely resem- 
bled the distribution of HUD-local issues. Targeting issues, 
both social and geographic, were the predominant reason that 
HUD attached conditions to applications, but the range of is- 
sues was broad. Although targeting issues were also an 
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important reason for HUD warnings in the third and fourth 
years , there was a large increase in warnings in the fourth 
year for rates of expenditure, as HUD began to warn locali- 
ties that future grant levels could drop if implementation 
capacities were not improved. The increase in warnings about 
expenditure rates may have signaled HDD's shift to making 
program execution and performance a major block grant issue, 
a subject we will examine in the final round of CDBG moni- 
toring. 


Table 3-12. Number of Jurisdictions to Which HUD Applied 
Sanctions, by Type of Issue, Years 3 and 4 



Conditions 


Warnings 

Type of issue 

Year 

3 

Year 

4 

Total 

Year 

3 

Year 

4 

Total 

Social targeting 

12 

6 

12 

3 

5 

6 

Geographic targeting 

5 

7 

9 

2 

3 

3 

Equal opportunity 

3 

3 

5 

4 

3 

5 

Environmental 

3 

4 

7 

0 

0 

0 

Citizen participation 

1 

0 

1 

1 

0 

1 

Davis-Bacon 

2 

0 

2 

0 

0 

0 

Administrative issues 

4 

3 

5 

0 

3 

3 

Rate of expenditure 

2 

3 

4 

2 

11 

11 

HAP-related issues 

1 

4 

5 

0 

4 

4 

Other issues . 

2 

5 

6 

1 

3 

4 

Total jurisdic- 

tions 

19 

21 

28 

13 

26 

30 

Nxamber of juris- 
dictions in 

study^ 

57 

56 

57 

57 

56 

57 


Source: Field research data. 
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Intergovernmental Dynamics ; 
The State and Regional Role 


Although HUD is the principal external influence on the 
local CDBG decisionmaking process , regional and State agen- 
cies also have an opportunity to influence the program; how- 
ever, their actions to date have been limited and largely in- 
effective. The Housing and Community Development Act requires 
that grant applications be "submitted for review and comment 
to an areawide (regional) agency under procedures established 
by the President." This is implemented through the A-95 re- 
view process, established by the Office of Management and 
Budget. The executive order establishes a process in which 
clearinghouse agencies at both the State and regional levels 
review local grant applications and comment on the impact of 
the proposed programs and their consistency with areawide ob- 
jectives. Although these agencies review and comment, they 
cannot veto an application; the absence of a veto authority 
limits the effectiveness of their reviews. 

In field reports on the A-95 reviews for both the first 
and second years of CDBG, we found little effective influence 
by State and regional agencies. In the first year, perhaps 
because of time pressures, most A-95 reviews at the State and 
regional levels were perfunctory. In many cases, particu- 
larly at the State level, agencies conducting reviews sent 
letters to local jurisdictions acknowledging receipt of the 
applications but making no substantive comments. In the sec- 
ond year, associates reported that the review agencies and 
the local communities took the review process somewhat more 
seriously, but overall this process had little impact on the 
applications submitted to HUD. The absence of A-95 issues 
led us to conclude that HUD was clearly the most significant 
external governmental actor in the CDBG decisionmaking proc- 
ess and that the A-95 process was largely pro forma. 


Note: The sums of rows or columns do not add to sample size 
because of overlaps. A jurisdiction may have been 
cautioned in years 3 and 4 but was counted only once 
in the total column, the same as for a jurisdiction 
cautioned in only 1 year. Similarly, a jurisdiction 
may have had warnings over several issues , but was 
counted only once in the total. 

a. Pulaski County, 111., was not included in the fourth 
year of CDBG. Data were unavailable for Boston, Cambridge, 
Mt. Vernon, and New York. 
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There is some evidence in the field reports on the third 
and fourth program years of changes in the earlier findings on 
the A-95 processes. Associates in 10 jurisdictions reported 
some strengthening of the State A-95 review process; they 
noted a weakening of the process in 2 jurisdictions. The re- 
gional or areawide role was expanded in 2 jurisdictions, ac- 
cording to the associates. Overall, however, these changes 
are relatively weak signals of expanding influence. In sev- 
eral instances , the strengthening was primarily due to more 
conscientious and thorough documentation by the A-95 agencies; 
substantive reviews of local CDBG plans were infrequent. When 
they did occur, they tended to focus on the relationship be- 
tween the HAP and regional housing plans. In one of the 
strongest instances of A-95 influence on local CDBG efforts, 
the Massachusetts Commission Against Discrimination used the 
State A-95 review to make improvements in equal opportunity 
compliance and antidiscriminatory activities in three commu- 
nities of the sample. In addition, there were a few instances 
in which third parties at the local level were able to use the 
A-95 reviews to raise their objections to local CDBG decisions 
and bring them to HUD attention; the earlier capsule on Mt. 
Vernon, N.Y. , is an example of this. 

On the whole, the A-95 process is not a vital part of the 
local CDBG process , and there is little evidence to suggest 
that it will become important in the future. It may neverthe- 
less provide an alternative access point to the policy process 
in exceptional circumstances when it is called into use. 


Conclusion 


In the second Brookings monitoring report, we stated 
that the block grant gave more decisionmaking authority to 
local officials. At the same time, these officials perceived 
a growing Federal role in the program and expressed concern 
that the Federal expansion would continue. To some this 
growing role was seen as the recategorization of the pro- 
gram — that is , the Federal involvement would eventually mean 
the reimposition of Federal controls as pervasive as those 
associated with the categorical grants. Further discussion 
of the decentralization issue must await the later analysis 
of program choices and benefits , but at this time we find no 
evidence from the intergovernmental relations data to support 
the re categorization view. 

The data show that although HUD has expanded its role in 
the program, to some extent this was a consequence of the ag- 
ing process of the program, which required more HUD involvement 
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in more program stages. The data also show that HUD adopted 
a more active and expanded role in certain policy areas dur- 
ing the third and fourth years. This expanded role, based on 
its policy preferences for social and geographic targeting, 
affected the overall distribution of influence in the deci- 
sionmaking process, particularly in some better-off jurisdic- 
tions. Although these policy preferences have a legislative 
foundation, they are based on administrative choice arid pro- 
gram regulations. Thus, they are subject to change if the 
program comes under the direction of persons with different 
sets of policy preferences, which, in turn, may further alter 
the pattern of influence in the CDBG decisionmaking process. 

Even though HUD has taken a more active role in the pro- 
gram, the data also show that relative to the local actors in 
the process , HUD plays a smaller role in structuring the local 
program. That is , the intergovernmental analysis of this 
chapter suggests that, at this point in the program's 4-year 
history, HUD sets guidelines it thinks are needed to accom- 
plish the national objectives of the program but leaves the 
selection of program instruments to the localities. This 
current mix of HUD- local roles is more evident in the follow- 
ing chapters . 
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Chapter 4 


CDBG DECISIONMAKING: THE LOCAL PROCESS 


When Congress designed the CDBG program, it tried not 
only to shift decisionmaking power from the Federal to the 
local level, but also to consolidate decisionmaking in the 
hands of local elected officials, particularly local chief 
executives and legislators. This objective was intended to 
end the fragmentation of decisionmaking functions among mul- 
tiple special-purpose agencies established under the cate- 
gorical programs. This local control was to be reinforced 
and complemented by citizen participation in the CDBG process 

In this chapter, we examine the role and impact of the 
various participants in local CDBG decisionmaking in the 
third and fourth years of CDBG. Several important changes 
have occurred since the first 2 years . 


Decision Processes 

One way to examine local decision processes is to focus 
on how different types of actors influence program content. 
The second Brookings report identified three types of deci- 
sion systems : concentrated , shared , and dispersed . Concen- 
trated configurations are those in which one type of partici- 
pant clearly has the most influence. Shared configurations 
are those in which two actors are equal or nearly equal in 
influence, and both are dominant over other actors. Dis- 
persed configurations are those in which influence is spread 
relatively evenly among a variety of actors. 

We placed the jurisdictions into one of the three types 
of processes for each of the 4 years on the basis of the 10 
influence points assigned to various actors by the field asso 
dates. The following rules were used for classification. 

1 . VThere one actor had at least 5 points and at least 
2 more points than any other actor, the configura- 
tion was defined as a concentrated or centered 
pattern. 

2 . Where two actors had the same number of points but 
not less than 4 each, or where one had 5 and the 
other 4, the influence was said to be shared. 
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3. Where no actor held more than 3 points, or where 

one actor held 4 points and no other held more than 
3, the configuration was designated as dispersed , 
meaning that program influence was relatively evenly 
distributed . 

The data for the 4 years show some important changes in 
the types of decisionmaking processes. Table 4-1 shows a 
marked decrease in the number of jurisdictions with centered 
processes over the 4 years, declining from 38 in the first 
year to 24 in the fourth year. By the fourth year, dispersed 
or more pluralistic systems became the leading type of deci- 
sionmaking process, whereas centered processes were reported 
in fewer than half the sample jurisdictions. 

Except for the urban counties, decisionmaking patterns 
did not vary greatly by type of jurisdiction. In the sample 
urban counties, executive-centered systems have tended to 
persist over time, and the gradual deconcentration of influ- 
ence seen in other jurisdictions has not occurred. This may 
be peculiar to urban counties because elected county offi- 
cials often have a dual executive-legislative role and be- 
cause other actors — such as citizen groups--tend to be more 
geographically scattered and thus may be less influential 
than they are in cities. 

Generally, the largest shifts occurred between the first 
and second years and between the third and fourth years. 
Previous Brookings reports suggested that during the first 
year there was little lead time to prepare the applications, 
and executive actions tended to dominate the process for that 
reason. By the second year, more time for deliberations and 
increased awareness of the program by other actors helped 
reduce executive dominance and disperse influence. The 
changes between the third and fourth years resulted in part 
from the expansion of HUD's influence in particular policy 
areas and also from the growing citizen influence, which is 
discussed later in this chapter. 

In sum, local executive officials continued to dominate 
CDBG decisionmaking as stated in chapter 3 (table 3-2) , but 
shifts in the overall dispersion of influence opened up the 
decisionmaking process. By the fourth year, 60 percent of 
the jurisdictions had decisionmaking systems in which at 
least two kinds of actors had a major influence over the 
content of the program, compared with 40 percent in the first 
year, when most decisionmaking systems were dominated by lo- 
cal executive actors. In the following sections, we examine 
the evolution of the roles and influence of local actors. 
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Table 4-1. Types of Decisionmaking Processes among Sample 
Jurisdictions, Years 1 through 4 
(number of jurisdictions) 


Type of process 

Year 1 

Year 2 

Year 3 

Year 4 

Centered 


H 

31 

24_ 

Executive 

31 

21 

24 

22 

Legislative 

1 

1 

0 

0 

Citizen 

2 

2 

4 

2 

HUD 

2 

2 

2 

0 

Other 

2 

1 

1 

0 

Shared 


8 

6 

H 

Executive-legislative 

1 

4 

1 

1 

Executive-citizen 

2 

2 

3 

3 

Executive-HUD 

2 

2 

2 

4 ■ 

Legislative-citizen 

0 

0 

0 

1 

Legislative-HUD 

0 

0 

0 

1 

Dispersed 

11 

ii 

ii 

il 

No leading actor 

6 

6 

8 

9 

Executive 

9 

17 

10 

11 

Legislative 

1 

2 

4 

1 

Citizen 

2 

1 

1 

1 

HUD 

0 

0 

1 

3 

Other 

0 

0 

0 

1 

Total jurisdictions 

61 

61 

61 

60a 


Source: Field research data. 

Note: Some figures differ slightly from those reported in 

second report. The associates were asked to review their 
assignment of influence points for the first 2 years; some 
associates changed influence point distributions for their 
jurisdictions after this review, 

a. Pulaski County, 111., was not included in the fourth- 
year CDBG program. 
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Executive Roles and Influence 


The two previous Brookings studies reported that the in- 
tended local centralization of CDBG decisionmaking under the 
executive had been achieved during the first 2 program years. 
This was seen in the dominance of executive-centered deci- 
sion processes and in the decline of the specialist agencies, 
particularly model cities agencies.! In the third and fourth 
years , we detected a small but growing trend toward greater 
sharing and dispersion of influence among other participants , 
most notably a growing HUD and citizen influence. Despite 
these shifts, local executive actors continued to be at the 
center of decisionmaking in most jurisdictions, and they were 
the more influential actors in nearly every case . 

In previous reports we distinguished among various types 
of executive actors — the chief executive, staff associated 
with the chief executive, municipal or county departments re- 
sponsible for particular line functions, and the specialist 
agencies associated wtih the categorical programs . We found 
that the degree of influence of these executive actors 
varied considerably from jurisdiction to jurisdiction. To 
determine shifts over time in the relative degree of influ- 
ence among the executive actors, we asked associates to dis- 
tribute 10 influence points among the four types of executive 
actors in each of the 4 years, the approach we used previous- 
ly to measure relative influence among all actors. Table 4-2 
shows the number of jurisdictions in which an executive actor 
received the most influence points (whether tied or untied) . 

These trends are similar to those observed in the first 
2 program years. The prominence and influence of the rela- 
tively autonomous specialist agencies continued to decline 
as CDBG decisionmaking became more centralized, either under 
the direct influence of the local chief executive or of the 
staff and departments. Also, the diversity of executive 
influence continued. As noted in our report on the second 
program year, the chief executive maintained extensive and 
continuing control over program decisions in only a few 
jurisdictions. Most frequently, such chief executives were 
involved only at strategic or sensitive points in decision- 
making and delegated major responsibilities for technical 
decisions and application preparation to subordinates. As a 
result, the broad distribution of influence among chief exec- 
utives, staff, and line departments is not surprising. 


1. See Nathan et al.. Block Grants for Community Devel - 
opment , chapter 10; Dommel et al . , Decentralizing Community 
Development , chapter 4 . 
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Table 4-2. Number of Jurisdictions in Which Each Type of 
Executive Actor was the Highest Ranking Actor in Terms of 
Influence Over Program Content 



Year 1 

Year 2 

Year 3 

Year 4 

Chief executive 

22 

17 

17 

19 

Staff to chief executive 

26 

26 

26 

23 

Line departments 

11 

17 

21 

22 

Specialist agencies 

11 

7 

4 

4 

Total jurisdictions 

61 

6.1 

61 

60a 


Source: Field research data. 

Note: Because of ties between highest ranking actors, columns 

do not total to the number of jurisdictions. 


a. Pulaski County, 111., was not included in the fourth- 
year CDBG program. 


Line and Specialist Agencies 

Over the 4 program years, important shifts have occurred 
in the distribution of influence among executive actors. The 
influence of line departments has increased, while the deci- 
sionmaking roles of the chief executive and the executive's 
immediate staff dropped slightly. The number of jurisdictions 
in which line departments were ranked first in influence 
gradually increased from 11 jurisdictions in the first year 
to 22 in the fourth year. An analysis of this increase sug- 
gests that these shifts were caused by several simultaneous 
trends in the organization of local executive responsibili- 
ties for CDBG decisionmaking: 

1. Local officials who had been involved in the special- 
ist agencies continued to be influential. This in- 
fluence was maintained either by absorbing these 
officials into existing departmental structures or 
by redesignating the specialist agency as a new line 
department of local government. Thus, the decline 
of the specialist agencies often resulted in the 
rising influence of the line departments. 
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In some jurisdictions members of the chief execu- 
tive's staff who had been in charge of CDBG deci- 
sionmaking were broken off from the staff and given 
status as a separate department. This often hap- 
pened when a new chief executive took office or 
when reorganizations took place. 

3. The established line departments that helped imple- 
ment CDBG programs gained more influence. 

Generally, these trends indicate that local community 
development functions increasingly tended to become institu- 
tionalized as a regular function of local government; in some 
jurisdictions, CDBG functions were assigned to permanent de- 
partmental units. In short, as some proponents of the block 
grant program had hoped, community development functions were 
becoming an integral feature of local government. The rela- 
tionships between these trends are illustrated in the follow- 
ing capsules. 


Capsule 4-1. Los Angeles 

In the third program year, the staff members in the 
mayor's office who had prepared the annual CDBG applications 
moved to a newly created line department — the Department of 
Community Development. This group continued to exercise a 
great deal of influence in dealing with both political de- 
mands and the development program for the city as a whole. 

The model cities staff was also eventually absorbed into the 
new department, and the former model cities director became 
its assistant general manager, thereby assuring some con- 
tinuity of model cities interests in CDBG. However, the Com- 
munity Redevelopment Agency — the local entity for urban re- 
newal activities — remained separate and continued to be 
powerful because of its skills and experience in redevelop- 
ment activities. 


Capsule 4-2. Houston 


In the third program year, the Model City Department be- 
came a line department of the city. It was redesignated the 
HToman Resources Department and implemented all CDBG- funded 
and other externally funded human service activities in the 
city. Its new status meant a loss of influence in CDBG 
decisionmaking because it no longer maintained independent 
planning . responsibilities or its own channels of Federal 
funding. At the same time, the influence of some of the more 
established line departments grew significantly. The 
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increasing importance of capital improvement projects in 
local CDBG plans gave the public works and parks and recrea- 
tion departments stronger leverage in the CDBG process. 
Project proposals initiated by the Community Development 
Division of the mayor's office or by citizens' groups are 
submitted to the departments for an assessment of feasibility 
and costs; the departments are free to respond positively, 
negatively, or to suggest alternative proposals that better 
reflect their own priorities. The power of these line de- 
partments to stop or delay CDBG projects and the increasing 
dependency on their technical expertise and cooperation have 
provided them with solid and expanding influence over the 
CDBG program. 


Capsule 4-3. St. Louis 

The Community Development Agency (CDA) became an estab- 
lished departmental unit of city government during the first 
year of the CDBG program and absorbed the functions that had 
been carried out by the specialist agencies. However, it was 
not until the fourth year that the agency's role became sig- 
nificant relative to other executive participants. A change 
of mayors brought new staff to the mayor's office and a new 
director for CDA, all relatively new to city government. Al- 
though the new mayor exercises broad influence in CDBG deci- 
sionmaking, his role is constrained by previous program com- 
mitments, legislative demands for funds for their districts, 
and the demands of other executive responsibilities. As a 
result, the staff members at CDA were in a position to pro- 
vide data, knowledge of the system, and continuity for ^ the 
newcomers. According to the associate, both the mayor's 
staff and the aldermen "grudgingly" acknowledged their de- 
pendency on CDA staff. But the agency's potential to exert 
greater influence in fourth-year program decisions has been 
countered, in part, by the mayor's appointment of a new 
director and other important staff changes. Nevertheless, 
the change of administrations after the election gave CDA 
increased leverage in the decisionmaking process. 


Model cities agencies were often absorbed into local 
government. Because the original model cities legislation 
had limited the Federal program to 5 years, the absorption 
was in part a result of the "demonstration" nature of the 
program. Table 4-3 shows the continuing demise and conver- 
sion of the model cities agencies during the first 4 years 
of CDBG. 
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Table 4-3. Model Cities Agencies Under CDBG 


Status of model 
cities agencies 

End of 
year 1 

End of 
year 2 

Beginning 
of year 4 

Special agency continued 

12 

5 

0 

Existed as city department 
prior to CDBG 

2 

2 

2 

Incorporated into new 
department 

6 

8 

11 

Absorbed into existing 
department 

5 

7 

9 

Dissolved with incorporation 
or absorption 

2 

5 

5 

Total jurisdictions 

27^ 

27 

27 


Source: Field research data. 

a. Twenty-seven of the 61 sample jurisdictions partici- 
pated in the model cities program. 


+-^ CDBG program, model cities structures began 

to change. Half the agencies were altered by the end of the 
first program year; by the fourth year, no model cities agen- 
intact. However, in most cases, key agency staff 
either became part of a newly formed executive department or 

departments. In that sense, the 
begun in the first year of CDBG ended by the 

"iSterestS"^dM^®^J' Representation of the model cities 
interests did not necessarily decrease as the specialist 

however, to ™any oases these local 

interests were now located in regular de- 

partments of local government. ^ 

Of urban renewal agencies is different 

■ ^^uriL^th^“?™°'^? renewal agencies that were operat- 

Sden? program, 17 remainS^ 

5’?'^ abs^rCId^y'^SS'depa??- 

We have discussed some of these transitiLs in ^ 
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earlier Brookings reports and will not detail them here. 2 
A frequent reason given for the relative longevity of the 
urban renewal agencies was their experience and usefulness 
in continuing redevelopment programs (as noted in the Los 
Angeles capsule) and in executing CDBG-funded neighborhood 
conservation activities. Nevertheless, in many jurisdic- 
tions their role in CDBG decisionmaking has shifted substan- 
tially, from one of exercising major initiatives to that of 
implementing decisions made by other local officials. 

Difficulties in coordinating program execution often 
spurred the move toward local consolidation of CDBG efforts 
into new departments. (This coordination problem is dis- 
cussed further in chapter 7.) The staff model of CDBG ad- 
ministration that existed earlier in the program permitted 
clcpse linkage with the chief executive, but difficulties re- 
mained in coordinating multidepartmental efforts. The fol- 
lowing capsules are examples of this kind of reorganization. 


Capsule 4-4. East Lansing, Mich . 

In the fourth program year, the city's community devel- 
opment activities were merged into a newly created Department 
of Planning, Housing, and Community Development. The new 
city manager planned the reorganization in an attempt to 
overcome earlier difficulties in coordinating CDBG activities 
among different city departments and to insure more effective 
f ollowthrough on planned community development efforts. The 
previous head of CDBG in the city had a position on the city 
manager's staff from which he found it difficult to mobilize 
and coordinate departmental efforts. The new department is 
headed by a person brought in from the outside who was given 
broad responsibilities. There was a reduction in the mana- 
ger's direct role in decisionmaking, but in a city as small 
as East Lansing the department head has the opportunity for 
consultation with the city manager. 


Capsule 4-5. Mount Vernon, N.Y . 

The beginning of Mayor Sharpe's first term in office 
coincided with the last preparation stages of the city's 


2. See Nathan et al. , Block Grants for Community Devel- 
opment , chapter 10; Dommel et al.. Decentralizing Community 
Development, chapter 4 . 
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third-year application. On taking office the mayor adopted 
a reorganization plan to coordinate all development activi- 
ties under a single department. The reorganization reflected 
several problems that had emerged. Under the previous admin- 
istration the model cities director had been fired and not 
replaced. Also, the associate reported that there had been 
inadequate coordination between the several departments shar- 
ing responsibilities for some CDBG projects. For example, 
certain park maintenance and improvement projects were the 
responsibility of the Public Works Department, while the con- 
struction of tennis courts and pools was the responsibility 
of the Department of Recreation. Under the reorganization 
such projects are now centrally planned and administrered by 
the new Department of Planning and Community Development 
(PCD) . The new administration also encouraged more communi- 
cation and coordination between the departments . Although 
the mayor still plays an important role, there is more initia 
tive located in the PCD department and its commissioner, not 
only with regard to CDBG activities but also in locating fund 
ing sources for other city programs. 


The Mount Vernon and East Lansing capsules suggest that 
the entrance of a new chief executive may be a good time for 
executive reorganization of CDBG-related functions in local 
government. A new chief executive may find reorganization 
easier than would an incumbent with outstanding commitments 
to existing staff and departmental structures. If that is 
the case, we may see a continued increase in the number of 
jurisdictions in which CDBG functions are centralized as a 
departmental unit rather than within the immediate offices 
of the chief executive. 

In short, the local executive branch continues to domi- 
nate the CDBG decision process, but line departments in- 
creasing their influence as specialist agencies frequently 
disappear or become incorporated into the permanent local 
structure. Staff members to the chief executive still play 
the most influential executive role, but chief executives 
remain important actors who involve themselves in strategic 
or sensitive points of the process . It seems probable that 
the role of executive actors will be even more institution- 
alized in the future as the program continues to age and 
technical expertise becomes more important in day-to-day 
program operation. 


Legislative Roles and Influence 

In addition to executive officials, local legislative 
actors were also expected to play a role in the CDBG program. 
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Their formal role is to authorize the participation of the 
jurisdiction in the program and to approve applications be- 
fore they are submitted to HUD. Apart from these actions, 
legislative bodies in most jurisdictions have played rela- 
tively minor roles in determining program content. As our 
discussion of leading actors in chapter 3 showed, legislators 
were important actors in only about one-fourth of the sample 
jurisdictions (table 3-2). Overall, they were far less sig- 
nificant than executive actors, and their influence did not 
increase. 

In the first two Brookings reports we discussed several 
factors that contributed to the relatively minor role of 
local legislative actors. The most important factor is the 
nature of legislative bodies in most of the jurisdictions. 
Most local legislators are part-time officials whose lack of 
time, information, and staff greatly restrict their capacity 
to determine CDBG program content. Legislatures were gen- 
erally involved with CDBG only sporadically and were often 
placed in a position of reacting to a program already framed 
by other actors, usually executive participants who were 
sometimes joined by citizen actors. 


Decreasing Legislative Influence 

In the fourth year, the relative influence of legisla- 
tors decreased in a net of nine jurisdictions. This is in 
contrast to the second and third years, when legislative ac- 
tors experienced more or an equal number of gains than losses 
in relative influence. In the second year, many gains were 
attributable to increased time available for preparation of 
applications, which enabled legislators to have a greater 
impact on program formulation. By the third year, there was 
no net change, and the increase in legislative influence lost 
momentum. Distribution of influence then started to shift 
away from the legislators (table 4-4) . By the fourth year, 
hud's influence had become more pronounced and, in relative 
terms, the influence of legislative actors diminished. In 
the 15 jurisdictions where the relative influence of legis- 
lative actors declined in the fourth year, 13 had an increase 
in the relative influence of HUD. 

As discussed in previous Brookings reports, a major form 
of legislative participation in the first 2 years was the 
spreading of benefits, sometimes to upper income residents. 
The new targeting regulations reduced the scope of spreading 
acceptable to HUD. The targeting policies and the more com- 
plex regulations cut into the legislative role, forcing the 
legislators to defer to the technical expertise of the local 
executive to determine what would be acceptable to HUD. 
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Several executives took advantage of the new arrangement to 
get program concessions from the legislatures that had not 
been possible previously. The following capsules illustrate 
the legislative-HUD linkage in the third and fourth years. 


Capsule 4-6. Phoenix 


In the third year, the HUD area office took a more asser 
tive role, which blocked the tendency of the city council to 
distribute benefits to areas of Phoenix that were not eligi- 
ble on the basis of low- or moderate-income criteria. The 
dollar shift ($400,000) of the HUD intervention appears small 
yet the symbolic act of disallowing certain activities and 
questioning several others suggested an increased HUD influ- 
ence. The legislature was blocked not only in the case of a* 
few activities but also was effectively challenged on its 
approach for spreading benefits. 


Capsule 4-7. Scottsdale, Ariz . 

first 2 years, the legislature made important 
decisions that ran counter to staff wishes. The city council 

Suvi?rfnd implications of the HAP 

1 appeared to be 

fluent^Scottc 5 dr 7 ^^^°n^ housing, a very sensitive issue in af- 

council into f 2 years, HUD has led the 

SrSesirvatLr neighborhood planning 

ana preservation. The council has given up the lead in 

ing program content to HUD and staff. 


the first 2 years of cdr? of the program. During 

as junior partners wit-h i legislatures were involved 

CDBG should do in their determining what 

third vear Jh-i o 4= Durisdictions . By the second or 

jurisdictions, and^inte?Sst Sifted Place in many 

or new interestS adjustments for overlooked 

and legislative actors generallv^fni^ became institutionalized 
Auburn, Maine, illustoaSs Sis'^pSnto""""^ """" frequently. 
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Table 4-4. Influence Rank of Legislative Actors 


Net Total 

Period Increases Decreases change jurisdictions 


Year 1 

to 





year 

2 

17 

11 

+6 

61 

Year 2 

to 





year 

3 

14 

14 

0 

61 

Year 3 

to 





year 

4 

6 

15 

-9 

60^ 


Source: Field research data. 


a. Pulaski County, 111., was not in the CDBG program in 
the fourth year. 


Capsule 4-8. Auburn, Maine 


The role of the city council changed in the third and 
fourth years. In the first 2 years, the council helped to 
set the basic strategy of completing a major urban renewal 
project and undertaking projects in the downtown area. Once 
the general strategy had been set, the council became more 
of a watchdog, monitoring the progress of the program. As 
one council member said, "Once the wheels were in motion, we 
didn't have as much involvement." 


Maintaining Legislative Influence 


In six jurisdictions, legislative actors have played a 
consistently important role in CDBG; they generally have done 
so through close linkages with other actors . In four of the 
six cases, linkages existed between the legislature and citi- 
zens; in one case, the linkage was with the executive. In 
five of the six cases , weak-executive forms of government 
existed in which there was no elected executive or one whose 
scope of influence was narrow, or where an unelected official, 
usually a city manager, administered programs. However, a 
weak-executive system did not necessarily assure an important 
legislative role. Presxamably the vacuiam of elected executive 
leadership gave legislative actors more latitude to develop 
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their influence. The following capsules illustrate these 
relationships between the legislators, citizens, and execu- 
tives . 


Capsule 4-9. Los Angeles 

Los Angeles has a weak-mayor system and a 15-member 
council elected by district. The council members are inter- 
ested in seeing that their own districts receive their share 
of funding, and each member has a great deal of latitude in 
determining how funding will be distributed within the dis- 
trict . 

Over the 4 years, the council and citizen groups have 
become more closely linked. Since the first year, all mem- 
bers of the citizen advisory body have been appointed by 
council members on a district basis. In the last 3 years, 
increased council awareness of citizen participation poten- 
tial has mutually reinforced both legislative and citizen 
influence. The influence of citizen actors is reflected in 
the high number of citizen-supported proposals that became a 
part of the grant. For example, council-citizen coalitions 
influenced HUD to approve "software" programs it was not 
otherwise prepared to accept. 


Capsule 4-10. Santa Clara, Calif . 

The city council is formally responsible for determin- 
ing priorities in city programs. The city manager's office 
is responsible for the execution of programs and for offer- 
ing technical advice. Within this context, the council has 
encouraged strong citizen participation. The citizen advi- 
sory body, in conjunction with the community development 
coordinator, prepares the grant application for review by 
the council. The council then reviews the application in 
public session and passes on each project separately. 

Through this structural arrangement the citizen group and 
the council have joined forces to move the program away from 
the city manager's preference for capital improvements to- 
ward citizen desires for housing rehabilitation. 


Capsule 4-11. Denver 

A strong executive form of government exists, but the 
legislators have been able to maintain an equal or greater 
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influence than executive participants. This has been 
achieved primarily through legislative appointments to the 
citizen advisory board, the Mayor's Advisory Committee. The 
committee reflects the views of the individual members of 
the council. Because of this arrangement, the council, 
which has major influence, rarely has to exercise it because 
citizen participation organization reflects the council's 
position on CDBG. 


In a few cases, other factors affected the legislative 
role, generally toward greater influence. The legislative 
role in some jurisdictions grew because legislators thought 
that the CDBG program had been grossly mismanaged by the 
local executive. These were generally jurisdictions which 
had very slow rates of implementation or divisions among 
political groups. In some jurisdictions, local elections 
either expanded or diminished the role of legislators be- 
cause of the inexperience or new political orientation of 
those elected; in such cases, the altered legislative role 
was likely to be short-lived. 

In summary, two changes occurred that further limited 
an already modest legislative role. New Federal regulations 
and closer monitoring by HUD limited the options available 
to legislative actors, especially in the distribution of 
benefits. In addition, most jurisdictions had already estab 
lished program priorities by the second or third year, and 
there was little left for legislatures to do except monitor 
execution and serve as the last point of appeal for those 
unable to get funding in earlier stages of program formula- 
tion. The trends in the third and fourth years indicate a 
continued modest role for legislatures that could decrease 
further in the future. There may be exceptions to this pat- 
tern in jurisdictions where legislative actors form coali- 
tions with other actors, especially citizens, or in areas 
that have a weak-executive form of government. 


Citizen Roles and Influence 


In shifting program decisionmaking from specialist 
agencies and Federal administrators to local elected offi- 
cials, the block grant legislation also intended to encour- 
age broad public and citizen participation in CDBG decision- 
making. As discussed in chapter 2, the 1974 legislation 
prescribed no specific structure of local citizen participa- 
tion, giving wide latitude to local officials to determine 
the citizen role. The field data and discussion below show 
an expansion of the citizen role in the third and fourth 
years, which contributed to a more open or pluralistic 
process. 
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The term "citizen" is used here to include "publics" or 
constituents-at-large that may play a nonofficial role in the 
CDBG program. Citizens may include a variety of participants 
— individuals acting as individuals; residents of particular 
areas or neighborhoods ; or representatives of particular age 
(teenagers or senior citizens), racial, or ethnic groups. 
Citizens may also be persons officially representing organ- 
ized interests — neighborhood associations, chambers of com- 
merce, legal aid organizations, business associations, and 
local chapters of national organizations such as the League 
of Women Voters or the Urban League. In short, the term 
"citizen" covers a wide range of interests — both public and 
private — that may press for certain priorities and programs 
under the block grant. 

In that sense, despite the similarity of terms, "citizen 
participation" under the block grant program is far broader 
and more diffuse than it was under the categorical programs. 
Under geographically targeted model cities and urban renewal 
programs, participation had come to be largely area- or 
neighborhood-oriented; residents and neighborhood business 
owners, for example, participated in making program decisions 
affecting their areas. By contrast, the communitywide char- 
acter of CDBG allows for a broader variety of interests to 
influence local program priorities in an advisory capacity. 
Who the key citizen participants are, how they are involved 
in the CDBG process, what interests they reflect, and what 
influence they have are central questions in understanding 
citizen involvement under the block grant program. 


Citizen Influence — Trends Over Time 


Table 3-2 confirms that citizen influence grew during 
the first 4 years of the CDBG program. In the first year, 
citizens were a significant influence in decisionmaking in 18 
jurisdictions; during the fourth year, this number grew to 27. 
As used previously, "leading actor" is defined in terms of 
influence points assigned by a field associate — first, tied 
for first, or second and untied in influence over program 
content. Although executives dominated the program, most 
field associates considered citizens to be more influential 
actors than either local legislators or HUD administrators. 

The findings suggest that the decentralized process of the 
block grant favored more active involvement of citizen parti- 
cipants as the program progressed. 

What accounts for this increasing citizen influence? 

In the report on the second program year, we found an upswing 
in citizen participation between the first and second years. 

We noted that this increase could be largely accounted for by 
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the more orderly pace of the second-year decisionmaking cycle. 
But the continuing gains in citizen influence during the third 
and fourth years suggest that other factors are behind strong 
citizen influences. Some of these factors are explained below. 


Program Experience, Neighborhood Targeting, and Citizen 
Influences . Two factors appear to be the reason for the in- 
crease in citizen influence in the third and fourth years. 
First, citizens had gained more knowledge and greater sophis- 
tication about the CDBG process. Second, neighborhood target- 
ing strategies provided access points for new or sometimes 
previously inactive groups to exercise leverage. Such target- 
ing encouraged participation at the neighborhood level in a 
way that may have been precluded at the communitywide level. 

The linkage between program experience, neighborhood tar- 
geting, and increased citizen influence is illustrated in the 
following capsules. 


Capsule 4-12. Philadelphia 

The associate reported: "Increased citizen influence in 
Philadelphia was the result of the entry of some very vocif- 
erous groups into what was already a crowded and active con- 
stellation of citizen groups • that had been involved in the 
CDBG program from the beginning. By combining knowledgeable 
monitoring of program development with noisy political pos- 
turing, the new entrants were able to focus the attention of 
the entire constellation of groups on the details of CDBG 
policy. While it cannot be said that these groups dominate 
the decisionmaking process, they are a force to which the 
other actors in the network, particularly the executive ad- 
ministrators, pay considerable attention." 


Capsule 4-13. Denver 


Citizen influence in Denver's CDBG process has tended to 
increase over time as the Mayor's Advisory Committee (MAC) — 
the city's citizen participation mechanism — gained experience 
with the program. The preparation of the first-year applica- 
tion was rushed and the citizen participation process somewhat 
disorganized and erratic. By the second year, MAC played a 
more direct policymaking role, relying less on staff to set 
priorities, and generating their own information; program de- 
cisions were made in close liaison between staff and MAC. By 
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the third year, the structure and process for citizen parti- 
cipation was well established and accepted both politically 
and administratively. Moreover, citizen influence increased 
in the third and fourth years as a result of a decision to 
allocate funds only in areas and neighborhoods that did not 
receive allocations during the first 2 years; citizen activi- 
ty increased in these new areas. 


Capsule 4-14. East Lansing, Mich . 

The increase in citizen influence since the second year 
was related to two factors. Along with executive reorganiza- 
tion of the city's planning and development functions, a new 
city commission — the Housing and Community Development Com- 
mission — was created to afford greater citizen participation 
than had occurred in earlier years when the program was under 
the Planning Commission. Members of the new commission were 
appointed by city council based on applications submitted by 
interested individuals. The commission was expected to go 
beyond decisions concerning the annual application to include 
issues related to program implementation and evaluation. In 
addition, neighborhood-based groups became involved and had 
greater impact on CDBG decisions as the program progressed. 
Existing neighborhood organization^- stepped up their efforts 
as a result of their growing awareness of potential housing 
rehabilitation and neighborhood imj. rovement benefits and the 
increased emphasis on targeting activities in particular areas. 
In the third program year, a downtown residents' group was 
formed, consisting largely of elderly residents and students. 

In response to the success of other neighborhood associations, 
these residents felt it was necessary to be organized in order 
to compete effectively for CDBG funds. 


Capsule 4-15. San Jose, Calif . 

The increase in citizen activity and influence in the 
fourth year was a result of growing community awareness of 
CDBG and of opportunities for new programs to be included in 
the application. In particular, the early housing rehabili- 
tation programs generated neighborhood interest, and there 
was pressure from neighborhood groups to enlarge the desig- 
nated target areas. As importantly, the first 3 years were 
essentially a continuation of plans made the first year, giv- 
ing primary emphasis to downtown redevelopment through com- 
pletion of urban renewal efforts. However, the fourth year 
was viewed as a new program planning year that would cover 


94 



CDBG activities through the sixth year. Although the city 
remains committed to downtown projects, neighborhood groups 
asserted themselves through the neighborhood-oriented CDBG 
Steering Committee. The committee became more sophisticated 
in determining what constituted an "eligible" activity, and 
the neighborhoods succeeded in gaining CDBG funding for sev- 
eral community service projects. But the major influence of 
the committee was to help designate target areas and to 
apply pressure for housing rehabilitation activities in those 
areas. 


Capsule 4-16. Florence, S.C . 

The difference in the fourth year was that citizen par- 
ticipation became more focused, probably as a result of the 
HUD targeting strategy. In the first 3 years, citizen par- 
ticipation was loose and uncoordinated. Fourth-year CDBG 
plans converged on the West Florence area, where a neighbor- 
hood-based citizen group — the West Florence Concerned Citi- 
zens — had been evolving for some time. Its members consti- 
tuted the nucleus of the CDBG citizens advisory group prior 
to the fourth year, and subsequently the city council re- 
solved to designate the West Florence group as the official 
organ of citizen participation under CDBG. 


Other Cases of Expanded Citizen Influence. In two other 
jurisdictions where citizen participation had been influen- 
tial early in the CDBG program, citizen involvement became 
stronger as participation mechanisms helped consolidate local 
coalitions toward particular program objectives. In Hunting- 
ton Beach, Calif., executive staff members strengthened their 
position with the council by aligning themselves with the 
citizens advisory committee. In Mount Vernon, N.Y. , the 
mayor was able to neutralize anticipated council opposition 
by delegating broader latitudes to citizens in CDBG decisions. 
Capsules on these cities are presented below. 


Capsule 4-17. Huntington Beach, Calif . 

A coalition of citizens and community development staff 
evolved during the third-year CDBG process. The new HUD 
regulations emphasizing citizen input forced the staff to 
work more closely with citizen groups to facilitate communi- 
cation on public demands for programs and projects. For the 
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staff, the institutionalization of the Citizens Advisory 
Committee (CAC) had the advantage of providing some grass- 
roots leverage in getting project proposals through the city 
council. The function of the CAC since its creation in the 
second year was "to be available to residents in the tar- 
geted neighborhoods," not to mobilize broader citizen in- 
volvement. Appointed members consisted largely of middle- 
class activists, some senior citizens, and representatives 
of the various city departments. The CAC became a signifi- 
cant actor in CDBG decisionmaking through its power to make 
recommendations and review CDBG allocations; the staff fin- 
ally delegated some of their powers to the committee. 


Capsule 4-18. Mount Vernon, N.Y. 


In the 4 years of CDBG, Mt. Vernon has had three differ- 
ent mayors' and two changes in administration. The current 
mayor made CDBG a campaign issue, charging his opponent's 
administration with poor planning and slow implementation. 

When he took office, third-year plans had already been formu- 
lated and he faced a city council, led by his opponent in 
the election, that could potentially block his efforts to 
make changes. As a result, the new mayor turned to the exist- 
ing CAC, rejuvenated it with additional appointments, and 
gave it serious responsibilities in deciding on program allo- 
cations. With the support of the mayor's new Planning and 
Development Commissioner, the CAC increased its meetings and 
obained wider publicity in the local media. In brief, the 
mayor cultivated the sense that the CAC — rather than the city 
council — was the legitimate body to consider the CDBG budget. 
The city council did not oppose the CAC decisions because, 
according to the associate, it was concerned about stirring 
up those community groups who already had a stake in the pro- 
cess. As a result, citizen influence increased substantially 
in the fourth-year decision process. Various groups that had 
obtained program funding the year before — NAACP, Urban League, 
YMCA, the public housing tenants association, an Italian and 
a West Indian civic and cultural association — succeeded in 
getting renewed funding. In addition, the NAACP 's complaints 
to HUD resulted in greater local emphasis on housing and tar- 
geting strategies. One neighborhood group in the southwest 
successfully argued for designation as a target area. A num- 
ber of residents from the northeast were able to secure fund- 
ing of street and sidewalk improvements without the advantages 
of organized pressure by registering their concerns with the 
mayor, the Planning and Community Development Department, and 
the CAC. 
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In two other instances of significant gains in citizen 
influence since the second year, the citizens involved were 
identified neither with residential neighborhoods nor with 
existing citizen participation mechanisms. Both instances 
occurred in Maine and were examples of rising influence on 
the part of local business interests in downtown redevelop- 
ment. The increasing emphasis on economic development ac- 
tivities contained in the 1977 legislation and in the accom- 
panying Urban Development Action Grant (UDAG) legislation 
appear to have boosted downtown redevelopment strategies. 
Both jurisdictions also had relatively low levels of neigh- 
borhood organization and involvement; this may have contrib- 
uted to the more supportive climate for economic development 
activities. 


Capsule 4-19. Auburn, Maine 

Through the 4 years of the CDBG program, neither the 
appointed Citizens Advisory Committee nor the city's neigh- 
borhoods were active in the decisionmaking process. The CAC 
had only a modest role; its main function was to comment on 
staff-prepared plans and help gain community support for the 
program. Neighborhood groups did not play an important role 
in the program, even in areas selected for housing rehabili- 
tation. But citizen influence increased in the fourth year 
with the formation of a Downtown Advisory Committee at the 
city manager's initiative. The committee consisted of local 
business leaders interested in downtown revitalization; it 
helped prepare a redevelopment program to attract new busi- 
ness to the area and make better use of existing commercial 
properties. Although its work was ultimately funneled 
through the CAC, which continued to function, the downtown 
group became the most notable unit of public involvement in 
CDBG planning. 


Capsule 4-20. Bangor, Maine 

The increase in citizen influence between the third and 
fourth years was accounted for by the accelerating involve- 
ment of the downtown business community in CDBG decision- 
making. The local chamber of commerce, which is dominated 
by these interests , created a committee on downtown revitali- 
zation and the city manager was persuaded to appoint the 
city's director of community development to sit on the com- 
mittee. With the aid of an outside consultant, the committee 
formulated a downtown revitalization program to be partially 
funded under CDBG. The Citizens Advisory Committee, a 
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coinmunitywide appointed body heavily weighted with business 
interests, gave its support to the downtown program and 
backed up the staff opposition to the inclusion of social 
service expenditures in the fourth-year CDBG budget. The 
city council shared a similar orientation to the downtown 
revitalization effort, and there was no difficulty in gain- 
ing approval for partial funding under CDBG. The city hoped 
to fund a major portion of the downtown proposal under UDAG. 


In summary, the data suggest several factors accounted 
for the increasing influence of citizens as leading actors 
in local CDBG decisionmaking. First, citizens gained in- 
creased experience and knowledge about local CDBG prpcesses. 
Second, citizen participation procedures and mechanisms be- 
came institutionalized over time. Third, the increased 
emphasis on targeting in some cases resulted in the emergence 
of new special interest groups with a development agenda that 
had special appeal to local powers. In the next section, we 
discuss how citizens exercised influence. 


Forms of Citizen Access 


One major purpose of the 1974 act was to decentralize 
decisionmaking and allow greater flexibility at the local 
level than had been possible under the categorical programs. 
This increased flexibility also extended to local options 
for formal public participation. Under the urban renewal 
and model cities grants, there were fairly detailed Federal 
guidelines for the structure for local public participation. 
Federal regulations for the CDBG program were procedural 
rather than structural; First, localities had to formulate 
procedures to allow for citizen advisory input at several 
stages — in determining local needs and priorities, in the 
preparation of the CDBG application, and in review of CDBG 
plans and activities. Second, each jurisdiction had to hold 
two formal public hearings on CDBG proposals prior to sub- 
mitting applications to HUD. 

Previous Brookings reports confirmed that most juris- 
dictions carried out these procedures conscientiously in 
preparing their first- and second-year applications. Asso- 
ciates reported few major changes in these processes since 
the second year. As a result, the major emphasis in this 
section is on the forms of citizen access and their influ- 
ence on CDBG decisionmaking rather than on procedural issues. 

Over the 4 years of the CDBG program, citizen involve- 
ment has taken several forms; 
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1 . 


Advisory committees . The local government delegates 
these bodies to act as the official organ and medium 
of citizen advice concerning CDBG plans and decisions. 
They may be existing structures of local governments, 
such as planning commissions or standing community/ 
neighborhood planning boards, or they may be new 
groups whose members are appointed or elected. 

2. Neighborhood-based groups . These organized groups 
represent the interests of a particular neighbor- 
hood or area. They may be formally organized resi- 
dent associations or other neighborhood interests 
(e.g., merchants), or they may be loosely organized 
groups of residents attempting to mobilize and ar- 
ticulate the interests of their neighborhoods. 

3 . Special or public interest groups . These groups 
represent a specific or broad public interest apart 
from those related to a given neighborhood. They 
may be formally organized groups, such as the League 
of Women Voters , the local chapter of Common Cause , 
or the United Way. They may be formal or quasi- 
formal groups representing the interests of particu- 
lar sectors or subpopulations , such as senior citi- 
zens, minority residents, or handicapped persons. 

They may represent specific professional or business 
interests, such as local providers of social ser- 
vices, nonprofit housing organizations, historical 
preservation societies , or coalitions of downtown 
business interests. 

Citizen influence was almost always exercised through 
these three forms , although there were a few cases in which 
unorganized individuals made their demands known, often 
through the meeting and hearing processes. Table 4-5 shows 
the nxamber of jurisdictions in which different types of citi- 
zen groups were active in the local CDBG process. The table 
indicates that more than one form of access was used in most 
jurisdictions. Neighborhood-based groups were slightly more 
prevalent than other groups. 

Dominant Forms of Citizen Access . The relative strength 
of citizen groups varied from jurisdiction to jurisdiction. 

To gage the importance of each form of access, we counted the 
number of jurisdictions in which each form was the most influ- 
ential over program content. 

In a large majority of jurisdictions, the dominant fo 3 nn 
of access was either the locally designated advisory group or 
neighborhood-based group, with the former slightly more nu- 
merous since the second year (table 4-6) . 
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Table 4-5. Forms of Citizen Access, by Jurisdiction, Years 
1 through 4 


Form 

Year 1 

Year 2 

Year 3 

Year 

Advisory structures 

37 

44 

44 

46 

Neighborhood-based groups 

46 

48 

48 

50 

Special/public interest groups 

44 

45 

43 

45 

Total jurisdictions 

61 

61 

61 

60^ 


Source: Field research data. 

Note: Figures do not total n-umber of jurisdictions because 

of overlap among types of citizen participation. For exam- 
ple, a jurisdiction may have both advisory structures and 
neighborhood-based organizations . 

a. Pulaski County, 111. , was not included in fourth 
year of CDBG. 

Table 4-6. Dominant Forms of Citizen Access, by Jurisdic- 
tion, Years 1 through 4 


Form 

Year 1 

Year 2 

Year 3 

Year 4 

Advisory structures 

24 

26 

27 

27 

Neighborhood-based groups 

24 

24 

23 

25 

Special/public interest groups 

13 

11 

12 

11 

Total jurisdictions 

61 

61 

61 

60a 


Source: Field research data. 

Note: Column totals exceed the nximber of sample jurisdic- 
tions because of ties in influence point allocations. 


a. Pulaski County, 111., was not funded in fourth year 
of CDBG. 
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Although they were active in many jurisdictions, interest 
groups played a less frequent role. Moreover, since many of 
the advisory structures also served as channels of some form 
of neighborhood representation, citizen access points tended 
to overlap in several jurisdictions. Thus, table 4-6 may 
understate the relative importance of neighborhood-based 
groups as a dominant form of citizen involvement. For exam- 
ple, in St. Louis, because of its structured role of review- 
ing and rating citizen- submitted proposals , the Citizen's 
Advisory Committee exerted the greatest citizen influence on 
the content of the CDBG program. However, because many of 
its members were active in neighborhood groups, it was diffi- 
cult to separate the influence of such organizations from the 
formal structure. 


Advisory Structures 

Many jurisdictions did not have advisory structures, as 
we noted in earlier reports. Their growth in numbers since 
the first year is a result of the hurried quality of the 
first-year application process, when there was less time to 
establish such structures. Nevertheless, despite the in- 
creased attention given to citizen participation in the 1977 
renewal legislation, there was no substantial increase in 
the number of advisory structures beyond those that had 
emerged by the second year. In the fourth year, about one 
fourth of the jurisdictions had no formal advisory structure 
for citizen involvement; urban counties lacked such a struc- 
ture most frequently (table 4-7) . As noted in our earlier 
studies, the two-tiered structure of decisionmaking for CDBG 
in many urban counties, particularly those relying on pass- 
through arrangements with cooperating municipalities, seems 
to account for infrequent use of advisory structures at the 
county level. In urban counties, participating municipali- 
ties devised their own procedures for citizen involvement, 
with the county playing a monitoring role in overseeing local 
participation efforts. As a result, there is less use of 
citizen advisory structures at the recipient county level. 
With the exception of the urban counties, the use of advisory 
structures was fairly widespread by the fourth year. 

Characteristics of Advisory Structures. When consider- 
ing the use of a formal advisory group, most jurisdictions 
usually created a new advisory body rather than use existing 
mechanisms. During the first year these mechanisms were 
sometimes temporary task forces that were subsequently re- 
placed by formal advisory structures. As reported in the 
second-year study, these were largely appointive bodies-- 
local elected officials selected members from the community- 
at-large. By the fourth year, appointive mechanisms were 
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still the dominant form. In only 1 (Houston) of the 39 ju- 
risdictions with advisory structures were all members of the 
advisory commission elected; 9 other advisory structures had 
both appointed and elected members. All elections were con- 
ducted at a neighborhood or target-area level. In over half 
of the structures, the appointments were on a communitywide 
basis without specific attempts to represent neighborhoods 
or areas. The remaining appointive groups usually consisted 
of a mix of persons, some representing specific areas or 
neighborhoods and others representing communitywide inter- 
ests. Carbondale, 111., provides an example of the kind of 
"ticket balancing" concerns that are inherent in the appoint- 
ive process. 


Capsule 4-21. Carbondale, 111 . 

At the start of CDBG, the mayor and the council decided 
to organize a Community Development Steering Committee as the 
citizen participation vehicle for the program. The mayor 
asked several groups for nominations, including the existing 
model cities commission, the Northeast Congress (a strong 
neighborhood organization in the predominantly black model 
cities area), the Chamber of Commerce, and the student gov- 
ernment organization of Southern Illinois University. The 
100 recommended names were located by the mayor on a map 
according to where they lived, and they were coded according 
to other demographic characteristics. Out of this group, 20 
people were selected, comprising a heterogeneous group by 
race, sex, and age. Thirty-five percent were black and 50 
percent were female. There were two businessmen, one union 
employee, two ministers, two blue-collar workers, two cleri- 
cal workers, two professors, one doctor, two retired persons, 
two housewives, and one unemployed person. After students 
demanded half of the seats, the mayor agreed to add seven to 
the committee from names they submitted. Members were from 
all parts of the city, but the Northeast and the Northwest — 
the two major target areas for CDBG— predominated in geo- 
graphical representation. For all this attempt at "ticket- 

nanSv^m?ddi^°n?^®^'-^^® tended to be predomi- 

nantly middle-class in composition and probably in outlook. 


61 jurisdictioL'"^''LT^^ half ( 29 I of the 

tions. In four other jurisdictions, these functions were 
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assigned to existing citizen advisory bodies, such as com- 
munity planning boards and project area committees left from 
the urban renewal program. Where existing mechanisms were 
used, they tended to remain throughout the first 4 years of 
the program. The following capsule of Allegheny County, Pa. , 
illustrates some of the dilemmas encountered in using local 
planning commissions as CDBG citizen participation mechanisms. 


Capsule 4-22. Allegheny County, Pa . 

The question of the appropriate citizen advisory struc- 
ture had been an issue of contention between the director of 
CDBG planning — formerly director of the county's model cities 
program — and the county planning commission at the start of 
CDBG. The director wanted to create a new, broad-based ad- 
visory body representative of the county's residential com- 
munities, but the planning commission preferred to reserve 
that function for itself. The eight-member commission rep- 
resented only a narrow segment of the county's population. 

It was dominated by an elite group of influential public 
agency representatives and civic leaders, including the head 
of a large industrial development concern, the director of 
the county housing authority, and a former head of Pitts- 
burgh's redevelopment authority; the only minority member 
was the director of a large multiservice community agency in 
Pittsburgh. The planning commission, however, took the view 
that it possessed the legally constituted statutory responsi- 
bility to act in an advisory capacity on all planning activi- 
ties; it was also skeptical about the ability of a broad- 
based citizen organization drawn from diverse communities to 
reach agreement on priorities. The issue was decided in a 
commission resolution to the county board. The CDBG director 
acquiesced, not wanting to prolong the issue, and the recom- 
mendation was approved by the board. 


Citizen advisory bodies that had existed under the cate- 
gorical programs — project area committees and model cities 
groups — were seldom dissolved, but, at the same time they 
were seldom delegated official advisory functions under CDBG. 
Generally, their continuation depended on what happened to 
the activities of the categorical program under the block 
grant. The general rule was to diminish their importance 
simply by including these organizations as one of many citi- 
zen groups competing for a portion of CDBG funding. New York 
City was one of the few instances in which existing citizen 
advisory structures — the city's community planning boards — 
ultimately achieved a recognized role under CDBG. This 
occurred in the third year of the program. 
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Table 4-7. Advisory Structures, by Type of Jurisdiction, 
Year 4 


Type of jurisdiction 

N 

Number of jurisdictions 
with advisory group in 
the fourth year 

Central cities 

30 

23 

Satellite cities 

12 

10 

Urban counties 

10 

5 

Nonmetropolitan 

8 

8 

Total jurisdictions 

60^ 

46 


Source; Field research data. 

a. Pulaski County, 111., was not included in the fourth- 
year CDBG program. 


Capsule 4-23. New York City 

The Housing and Community Development Coalition, an 
association of neighborhood groups from the city's lower in- 
come areas, was a persistent thorn in the side of the city 
during the first 2 years of the CDBG program. With the elec- 
tion of the new mayor, there were attempts to reconcile the 
role of existing neighborhood groups in the CDBG process. 

The coalition met regularly with the city concerning the new 
citizen participation plan to be drafted. After the third 
program year, the city implemented a new participation pro- 
cedure that reflected the expanded influence of the 59 com- 
munity planning boards as set down in a revised city charter. 
Community boards became a formal mechanism for evaluating 
CDBG plans. Operating agencies must submit project propo- 
sals to the appropriate community boards , which hold public 
hearings on proposed projects within their districts. The 
boards then submit their recommendations, listed by priority, 
directly to departmental and elected officials responsible 
for the final decisions. 
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Overall, we found that citizen advisory structures are 
different from those of the categorical programs , particu- 
larly in their broader representation of interests. The 
dominant trend in the first 4 years has been toward greater 
representation of coramunitywide interests on the formal 
advisory mechanism and less direct representation of neigh- 
borhood groups, although neighborhood interests are often 
expressed through the formal advisory group. Neighborhood- 
based groups are examined in the next section. 

Although we were unable to quantitatively assess 
changes in the roles of advisory structures, the associates' 
comments suggest that over the 4 years advisory structures 
have taken on more duties and regularized functions. This 
further suggests that citizen participation mechanisms have 
become an institutionalized part of the local decision pro- 
cess. We will examine this process institutionalization 
more closely in the final monitoring report. 


Neighborhood-Based Groups 


As shown in table 4-5, neighborhood-based groups were 
present in local CDBG processes in most sample jurisdictions; 
in many they were the dominant channel of citizen access to 
decisionmaking (table 4-6) . Because of the diverse origins 
of neighborhood-based groups involved in CDBG, they are diffi- 
cult to describe in any consistent fashion. 

In brief, neighborhood-based groups present in CDBG in- 
cluded established neighborhood associations that had long 
performed civic and community functions without reference to 
particular Federal programs. They also included organiza- 
tions that had been established to participate in federally 
funded programs, such as community action committees (anti- 
poverty program), urban renewal project committees, and resi- 
dent commissions associated with model cities. In some 
cities, such as New York City and Atlanta, they included com- 
munity boards and neighborhood planning units that had been 
set up by local governments to carry out a wide range of \ 
advisory and planning functions. Some were newly formed ^ 
resident groups, both formally and informally organized, that 
emerged because of the CDBG program to demand program bene- 
fits for their neighborhoods. In some cases, the recent HUD 
focus on neighborhood and social targeting accelerated the 
formation of such groups, as earlier capsules described. In 
a few instances, such as New York City and Los Angeles, new 
coalitions of neighborhood-based organizations mobilized 
neighborhood constituencies. 
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In general, if the jurisdiction was large and had expe- 
rience with prior Federal community development programs, 
there was a greater likelihood that a complex constellation 
of neighborhood groups were participating in the local CDBG 
process. St. Louis and Los Angeles are good examples of 
this complexity. 


Capsule 4-24. St. Louis 


Neighborhood groups are a significant factor in the 
city's CDBG decisionmaking- Local records currently list 
more than 150 such organizations. Some were formed during 
the categorical period, others since the inception of CDBG. 
These groups vary considerably in size, membership character- 
istics, cohesiveness, technical know-how, and available re- 
sources. Neighborhood organizations have dominated recent 
CDBG-related meetings and hearings, and these groups have 
exerted dnfluence on members of the Citizens Advisory Com- 
mittee and individual aldermen. The more cohesive groups 
with considerable technical resources tend to be most influ- 
ential, partly because the local application process calls 
for citizen submission of proposals. Consequently, organi- 
zations with clearly defined programs backed up with reason- 
ably solid data have a great advantage. 


Capsule 4-25. Los Angeles 

The importance of neighborhood-based groups has increased 
with each year of CDBG. The Watts groups, established before 
and during the categorical grants, are still very influential; 
the East Los Angeles group continues to be active. A new 
force in East Los Angeles is called the United Neighborhood 
Organization and is parish-based. Major neighborhood groups 
are new, particularly the citizen committees that have been 
established in each of the areas targeted for revitalization. 
Although the city keeps abreast of HUD regulations , none of 
these changes has come about because of HUD or other outside 
pressures; they have evolved on their own over the 4 years. 


Despite the widespread presence of neighborhood groups, 
they were not always important points of citizen access in 
program decisionmaking. When Brookings associates were asked 
how important neighborhood groups were as an access point to 
CDBG decisionmaking, they responded positively in only 35 of 
the 61 sample jurisdictions (table 4-8) . Neighborhood groups 
were most frequently found to be important access points in 
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central cities. This may be explained partly by the greater 
diversity of ethnic populations in central cities and the 
tendency of citizens in some of the older large cities to 
identify with particular neighborhoods. The population di- 
versity and neighborhood orientation are found less frequent- 
ly in suburban communities and in some of the newer central 
cities. 


Citizen Influence 


The prominence of advisory structures and neighborhood- 
based groups as access points for citizen participation needs 
to be related to the question of whether this access trans- 
lated into citizen influence on program decisions; that is, 
were these groups listened to? In this section, we examine 
the importance of these two major forms of citizen access 
and the extent to which they jointly or independently are 
associated with citizen influence on decision outcomes. 

Table 4-9 relates the degree of citizen influence in 
the fourth year to the importance of the role of neighborhood 
groups in the CDBG process and to the presence or absence of 
local advisory structures. Citizen influence is high when 
citizens are leading actors, as defined in table 3-2. Citi- 
zen influence is low when citizens do not attain leading 
actor status . 

Table 4-8. Neighborhood Groups as Important Access Points in 
CDBG Decisionmaking, by Type of Jurisdiction, Years 3 and 4. 


Type of jurisdiction 

Total 

juris- 

dictions 

Number of jurisdictions 
in which neighborhood 
groups were important 
factors in decisionmaking 

Central cities 

30 

21 

Satellite cities 

12 

6 

Urban counties 

10 

5 

Nonmetropolitan 

9 

3 

Total jurisdictions 

6ia 

35 


Source: Field research data. 

a. Pulaski County, 111., was not included in the fourth 
year of CDBG. 
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Table 4-9. Relationship Between Citizen Influence, Advisory 
Structures, and Neighborhood-Based Groups, Year 4 


Level of 

citizen 

influence 

Neighborhood groups 

as access 

points 

Total 

juris- 

dictions 

Important 

Not Important 

Advisory 

structure 

exists 

Advisory 

structure 

absent 

Advisory 

structure 

exists 

Advisory 

structure 

absent 

High 

18 

3 

5 

1 

27 

Low 

12 

2 

11 

7 

32 

Total 

30 

5 

16 

8 

59^ 


Source: Field research data. 

a. Excludes Chicago and Pulaski County, 111. Chicago had 
not completed its fourth-year application at the time of field 
monitoring. Pulaski County did not receive funds in the fourth 
year. 


As shown in table 4-9, of the 27 jurisdictions with high 
citizen influence, the greatest frequency (18 jurisdictions) 
of high influence occurred where neighborhood groups were im- 
portant points of access to the decision process and where an 
advisory body existed. However, in 12 jurisdictions the two 
structural conditions existed but citizen influence was low. 
At the other extreme, where neighborhood groups were not im- 
portant and no advisory structure existed, there was only one 
case of high citizen influence. 


^ One implication of these findings is that in jurisdic- 
tions where neighborhood groups are weak, citizens are likely 
to have more difficulty influencing CDBG decisionmaking. 

Where an advisory structure existed but where neighborhood 
groups were unimportant, citizen influence was low in 11 
jurisdictions and high in only 5. Although recent HUD requ- 
lations requiring neighborhood-level involvement at meetings 

strengthen resident involvement, it 
if- likely to accomplish in weak- 

neighborhood jurisdictions. Some of the early effects of 
the current regulations are described in the Lxt s2c?iol 
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Effects of the 1977 CDBG Amendments on Citizen Participation 


The 1977 legislation requires each jurisdiction to write 
a plan to involve citizens in an advisory role in all phases 
of the CDBG program. Later HUD regulations required local 
programs to meet these requirements by August 1978. The 
regulations did not require formal citizen advisory commit- 
tees or other prescribed foims or structures, but they em- 
phasized an open process through which citizens could play 
an advisory role, especially citizens who would be directly 
affected by CDBG through social or geographic targeting. 

In the field research conducted in the summer of 1978, 
associates reported that slightly more than one-third of the 
jurisdictions had neither made nor projected any changes in 
their citizen participation procedures for the fourth and 
fifth years. Local government officials in almost all of 
these jurisdictions believed their existing participation 
mechanisms met or exceeded the new requirements . 

In two thirds of the sample jurisdictions, some changes 
occurred in the fourth year or were expected to occur in the 
fifth year. In half these jurisdictions, the most frequent 
change was an increase in the number of public hearings; but 
associates doubted that this change would strengthen citizen 
participation. In three of these jurisdictions a new citi- 
zen participation structure was to be formed, and in three 
others citizens were to be involved in performance monitor- 
ing for the first time. Associates for these six jurisdic- 
tions said that these changes merely formalized what had 
already existed or introduced formal procedures that would 
be manipulated by more dominant actors in the community. 

In half of the jurisdictions undergoing change in citi- 
zen participation procedures, associates believed the changes 
would strengthen citizen participation. These changes gener- 
ally involved one of the following: (1) the creation of new 

advisory structures, (2) an increase in the number of public 
hearings, or (3) the expansion of existing structures to in- 
clude representatives from new groups, usually from low- and 
moderate-income areas, but in two cases from the business 
community. About half these changes had already taken place 
by the fourth year; in some cases, the changes occurred be- 
cause the communities were anticipating the direction of the 
1978 regulations on the basis of the regulations first pro- 
posed in the fall of 1977. 

A jurisdictional breakdown of the data shows a dispro- 
portionately high number of urban counties undergoing changes 
to strengthen citizen involvement in CDBG. Half of the 10 
urban counties in the sample fell into this category. They 
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changed or planned to change their processes by creating 
advisory committees, modifying the composition of existing 
ones, or increasing the amount of written information on the 
CDBG program provided to citizens. In almost every instance 
these counties were responding to HUD pressures for a county- 
wide strategy in which the recipient counties are directly 
accountable to HUD for allocations. These process and pro- 
gram policies may reinforce each other and give a greater 
neighborhood character to the CDBG program in some jurisdic- 
tions. 


Process-Outcome Linkages 

Examination of the complexities and dynamics of the 
local decision process leads to the question: What effect 
does the decision process have on program outcomes? 

In the second monitoring report we concluded that "the 
range of problems and the level of distress are major deter- 
minants of a community's basic program approach, but... the 
decisionmaking process is an important factor affecting the 
particular project choices made within that approach. "3 To 
illustrate, we stated that a city with severe problems of 
poverty, old housing, and aging physical facilities is 
likely to choose a mixed program in order to direct some 
funds to each of the problems. "However, the decision to 
allocate funds to specific social services, facilities for 
the elderly, housing rehabilitation, street maintenance, or 
some other program is often determined by the interaction 
between the persons and groups participating in the decision- 
making process. "4 

That conclusion remains valid. However, as the program 
progresses, the effects of the decisionmaking process may 
become less as the major parts of a community's program stays 
the same from one year to the next. If institutionalization 
of a basic program becomes the chief characteristic of a com- 
mionity's development plan, participants may find themselves 
negotiating over a dwindling amount of "free" money. This 
point is illustrated in the following capsule on Cambridge, 
Mass . 


3. Dommel et al. , Decentralizing Community Development, 
p. 203. 

4. Ibid. 
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Capsule 4-26. Cambridge, Mass. 


The associate reported: "Over time, a more open process 
as shaped CDBG decisions in Cambridge. However, [more im— 
portant in program formulation] is the fact that programs 
continue for historical reasons rather than as the result of 
any specific decisionmaking process. To illustrate, out of 
the 53.43 million allocated in the fourth year, over $2 mil- 
ion was, in reality, pre-allocated before the start of the 
process . " 


The following capsules illustrate the effects of exter- 
nal factors on program choices. 


Capsule 4-27. East Lansing, Mich . 

In East Lansing, the greatest impact of the decision 
process occurred as a result of the citizen participation, 
which resulted in the inclusion of "vest pocket parks" and 
recreation areas. However, given the guidelines of the pro- 
gram and the nature of East Lansing as a community (essen- 
tially middle and upper income with a large student popula- 
tion) , the programs were ones that would have emerged from 
most decisionmaking processes. 


Capsule 4-28. Huntington Beach, Calif . 

^ The city department heads, city council, and citizen 
activists agreed on a long-range, comprehensive approach to 
community development that uses funds for many projects and 
programs. The similarity in orientation by these groups re- 
flects the environmental characteristics of this jurisdic- 
tion. Huntington Beach is a middle- and upper-middle-class 
community with very few minority or low-income residents 
organized in any fashion. The exception is the senior citi- 
zens, who are an effective and mobilized force. it is no 
surprise that few programs or projects are directed toward 
low-income or ethnic populations. 


Capsule 4-29. Scottsdale, Ariz . 

The associate reported: "It is difficult to conceive 
of. any decisionmaking process that would make significant 
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differences in program outcomes in this community. This is 
because of the relatively greater importance of determinants 
such as community demographics, HUD influence, general afflu- 
ence and newness of the community, and other factors which 
appear far more important in determining the content of 
Scottsdale’s community development program." 


Although the range and severity of local problems and 
basic demographics primarily determine the basic program 
structure, local and intergovernmental decision processes 
also play a role in determining program content. However, 
it is difficult to separate the decision process from the 
effects of distress levels and community characteristics as 
an explanation for the development of program strategy. 

The associates reported that the decision process influ- 
enced program outcomes in two general ways : in program mix 
and in the targeting of program benefits. On the question 
of program mix, the associates reported that most citizen 
groups supported social services and housing rehabilitation, 
while local executives supported housing rehabilitation and 
neighborhood conservation. The emphasis of the CDBG legis- 
lation on a hardware program rather than on social services 
gives the advantage to the executive actors. Local legisla- 
tive impact was spread among a variety of programs with no 
clear preference. In the area of targeting, local executive 
actors tended to push for more social and geographic target- 
ing, and citizen participants were more likely to seek a 
broader distribution of benefits. However, the field reports 
indicate that HUD policy, as well as the preferences of the 
various local actors, importantly influenced targeting 
choices. 


Conclusion 


Several patterns are appearing in the local decision- 
making process that have varying impacts among communities. 
There are two general trends: a "closing" and an "opening 
up" of the system. The first appears as bureaucratization 
among executive actors; the second is as an increase in the 
number of actors with some influence in the process, particu- 
larly citizen groups. 

At the local executive branch level, the increasing role 
of the regular line departments of the local government and 
the increasing emphasis on their technical knowledge and 
skills have led to bureaucratization, which diminishes the 
influence of elected officials . The monitoring data show 
that local legislatures are gradually having a decreasing 
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influence, leaving the executive branch as the principal 
point of local program accountability. The chief executive, 
in turn, is the dominant influence in only a few jurisdic- 
tions, with executive staff members more generally represent- 
ing the chief executive viewpoint. This pattern suggests 
less direct program responsibility and accountability by the 
elected political sector. 

A countertrend to bureaucratization is the increasing 
strength of citizen participation in some jurisdictions, re- 
sulting in part from the growing experience of citizen groups 
with the program and the activating of new groups as the pro- 
gram becomes more neighborhood oriented. This "opening-up" 
process, largely based on citizen activism, may come into 
increasing tension with the "closing" process generally asso- 
ciated with routinization and bureaucratization of the pro- 
gram. At the same time, there is some evidence that local 
programs are becoming fairly well established, leaving less 
opportunity for any one participant to greatly alter the 
basic program. Because some of these divergent forces have 
only recently emerged at the local level, the outcome is 
still unknown; this point will be considered in the next moni- 
toring report. 
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Chapter 5 


PROGRAM USES 


In chapter 3's discussion of HUD's increasing role in 
local CDBG programs, we noted that such policy activism con- 
flicted to some degree with the CDBG objective of decentral- 
ized decisionmaking. In this chapter, we examine how local 
governments use CDBG funds. Has greater HUD involvement in 
local decisionmaking significantly affected program choices 
made at the local level? 

To answer this question, we present data on the mix of 
program choices made by communities over the 4 years. We 
also examine how changes in the allocation system resulting 
from the dual formula and the first phase-down of hold- 
harmless entitlements affected program choices, and how 
CDBG-funded activities are being packaged for concentrated 
neighborhood revitalization. 

Before examining these aspects of progreim use, we must 
define the categories of activities and the statistical meas- 
ures used for analysis. 


Program Categories 

Projects eligible for CDBG funding include such diverse 
activities as acquisition of property for public purposes, 
rehabilitation of private homes, removal of architectural 
barriers, and social services. To better understand the mix 
of activities and the overall approach of local programs, we 
developed seven categories of related activities. These 
categories differ somewhat from those used in our report on 
the second program year.^ To achieve comparability of data 


1. See Dommel et al.. Decentralizing Community Develop- 
ment , pp. 167-68. The five categories in the second report 
were housing and neighborhood conservation, planning and gen- 
eral development, urban renewal continuation, social services 
and facilities, and economic development. The principal 
change made in the categories for the third and fourth years 
was splitting the planning and general development and the 
housing and neighborhood conservation categories . 
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over the 4-year period, associates reexamined the CDBG appli- 
cations for each year and assigned each activity to one of 
the following program categories; 

1. Housing . Activities such as rehabilitation loans 
and grants, code enforcement, modernization of pub- 
lic housing, and programs to increase spatial decon- 
centration of lower income groups through expanded 
housing opportunities. 

2. Neighborhood conservation . Activities to stabilize 
and/or conserve residential neighborhoods that have 
been undergoing decline, with a package of public 
improvements that might include street and sidewalk 
repair, storm and sanitary drains, parks, and the 
like . 


3- General public improvements and services . General' 
physical improvements aimed at upgrading the local 
infrastructure and a variety of public services, 
such as streets, sidewalks, drainage systems, re- 
moval of architectural barriers, parks and recrea- 
tion facilities, historic preservation, and a 
variety of public services (rodent control, vacant 
land management, refuse collection, and police and 
security patrols) . These are single activities not 
specifically oriented toward an economic development 
objective or targeted to specific residential neigh- 
borhoods as part of a multiactivity neighborhood 
conservation program. 

facmties . Programs for health, 
education, child care, senior citizens, etc., and 

construction, maintenance, and re- 
naiDi li tation of facilities neppQQavxr • • 

of social services! necessary for provision 

Industrial and commercial 
tS^ hSo designed to enhance the local 

tax base and/or generate jobs, such as acguisition 

property for new use though 

’■ management. 
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In addition to assigning each project to one of these 
categories, associates indicated whether single activities 
such as housing rehabilitation or a social service were part 
of a package of activities going into a target neighborhood. 

In this way, we were able to assemble all CDBG activities 
that were part of a neighborhood conservation strategy. We 
will discuss this concentration of activities later in the 
chapter . 

Data on program allocations are presented in three ways 
— as unweighted mean percentages, as weighted mean percent- 
ages (percent of total dollars) , and total dollar amounts. 

We preferred the unweighted mean to measure average program 
allocations across the sample because it reflects program 
priorities and eliminates the skewing effect of the large 
grants to the larger jurisdictions. For example. Auburn, 
Maine, with a third-year CDBG entitlement of $701,000, allo- 
cated 81 percent ($568,000) for housing and neighborhood 
conservation. Chicago, with a third-year entitlement of more 
than $61 million, allocated 25 percent ($15 million) to the 
same category. The unweighted mean for the two cases is 53 
percent (81 + 25)/2. However, if the dollars are averaged, 
the mean for the two jurisdictions is only 25 percent, re- 
flecting the strong downward influence of Chicago's larger 
entitlement. 

Appendix 3 shows the block grant entitlement amounts for 
each jurisdiction for the first 4 program years and the per- 
centage of funds allocated to each program category. 

Although the unweighted mean is the preferred measure 
for aggregating and analyzing local program priorities, the 
dollar level and the percentage of total dollars (weighted 
mean) are also important measures of allocation trends; they 
take into account the increased amount of CDBG dollars dis- 
tributed to sample communities each year and allow us to look 
at the use of the funding increments . In the first program 
year, $534.4 million was allocated to the sample jurisdic- 
tions; by the fourth year, this amount increased to $878.9 
million because more money was authorized and because the 
dual formula increased allocations to several sample cities. 
(The effects of the dual formula are examined later in this 
chapter.) To illustrate, allocations for planning and admin- 
istration have been relatively constant at about 11 percent 
of total sample dollars over the 4 years, but the dollar 
amount has increased by more than 50 percent, going from $60.8 
to $96.4 million, reflecting in part the increases in funding. 
However, this 59-percent dollar increase for planning and ad- 
ministration was less than the 64-percent increase in total 
dollars allocated to jurisdictions in our sample. 
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Changing Patterns in Program Allocations 


In our first report we observed a community focus on 
conservation and rehabilitation; ^ in our second report, 
housing and neighborhood conservation was cited as the pre- 
dominant choice of the sample jurisdictions • 3 Although we 
treat them as separate categories in this report, the trend 
in the third and fourth years was toward continued emphasis 
on housing and neighborhood conservation. Combined, the two 
categories have increased from an unweighted mean of 3 9 per- 
cent in the first year to 52 percent in the fourth year 
{table 5-1) . More than half of the 61 jurisdictions (31) 
made housing and neighborhood conservation major parts of 
their third-year CDBG programs, allocating more than 50 per- 
cent of their grants for these uses; by contrast, only 19 
jurisdictions had such program concentrations in the first 
year. In dollars, 46 percent (weighted mean) of the total 
allocations in the sample jurisdictions was earmarked for 
housing and neighborhood conservation in the fourth year, 
compared with 31 percent in the first year (table 5-2) . 

Although it is a relatively small category, economic 
development activities also have been moving up in local pri- 
orities. They showed an increase in the unweighted mean from 
2 percent to 4 percent and a tripling of the dollar amount 
from $19 million to $60 million over the 4 years. 

Opposite trends have occurred in two program categories. 
One is the continuing decline in funding for urban renewal 
continuation as projects started under the categorical grants 
are completed or stretched out. This program category has 
declined not only as an unweighted mean from a peak of 17 per- 
cent to 7 percent but also in dollars, from a peak of $87 mil- 
lion in the second year to $40 million in the fourth year. A 
similar trend has emerged in another large program area — gen- 
eral public improvements and services. The unweighted mean 
for this category has declined from 16 percent to 9 percent 
over the 4 years, and the dollar amount has also dropped. 

The trends in the social services and facilities and 
planning and administration categories are less clear. For 
social services , in the first 3 program years the unweighted 
mean showed a small, steady decline (from 13 percent to 10 


2. Nathan et al.. Block Grants for Community Develop- 
ment , p. 260. 

3. Dommel et al.. Decentralizing Community Development, 
p. 170. 


118 



0 

O 

U 

Xi 

-p 


m 

u 

fd 

0 


j:: 

o 

•H 

o 

•H 

rd 

CQ 

•H 

u 

h3 

m 

0 

0 

01 
>1 
EH 

>1 


0 

in 

o 

•H 

-P 


w 
0 
fd tn 
o (d 
O -P 
pH C 
iH 0 

<! o 

}H 

g 0 
fd Qa 

u 

Cn p 

0 0 
P 0 
Ph g 

d 

• 0 

rH P 

1 xi 

LO tJ> 
•H 

0 0 


Xi 

fd 

EH 


(U 

H 

XJ 

fO 

o 
I o 

C fH 
O H 
Z <TJ 


4JX3 
rH Q) 
D CO 
S 3 


O' I 
c to c 
•H 'H 0 
C C -H 
C -H 4 J 

td e «j 

H 'O 

04 to +j 

4J 

C 

(I) 

0 g 

•H a 

1 0 

O rH 
C (U 
O > 
U 0) 
W 'O 


c » 
to Q) 
ja c 
M QJ 
3 U 


4J 

c 

e to 
0) 0 
> o 

O -H 

M > 

a u 
e 0 


0 

\ 0 
to -H 
0 -P 
H O -H 
0 ‘H H 
•H > 'H 
O M O 
0 0 to 
w m tw 


O -H 
JC 4J 
P (0 
O > 
JQ M 
x: 0 
O' to 
•H C 
0 O 
Z O 


cn 

c 

»H 

to 

3 

O 

X 


o 

'H 
0 'O 
CO 
0 'H 
04 U 


Lonmm iri'^^cN mmoam ir»in^r> 


oomoov^D ^c>irHO roiHOO tnmtnro 


^<NtM'^ r*>CnOfH OtOO^rH rHOVfHtn 

COO'CNCO rHiHrHiH rHrHiH iH iH rHrHiH 


ro in in 


,H m cn in 


(N fo n in 


rH ^ tN 


in r* m r- 


fNi ^ lo 
«N H 


O CO CN 


in ■'ST o cn 

rH rH CN rH 


CN CN CN fO 


in o a» <N 

CN <N rH CN 


r) VO o O' 

fH rH CN CN 



0 




0 


3 

m 

•H 

M 

0 

0 

■P 

0 

■P 

•H 

•H 

»H 

•H 

■P 

O 

4J 

rH 

-H 

O 

0 

3 

3 

1 


rH CN cn 4J 

rH CN cn ^ 0 

rH CN m 0 

iH 

•H 

0 

P 

0 

M P M P rH 

PPHM- 

M p M P -P 

U 

0 0 0 0 rH 

0000. 3 

0 0 0 0 0 


0 0 0 0 0 

0 0 0 0 0 

0 0 0 0 i 

fi 

5m >4 X 4J 

5h 5H >H JH XJ 

>4 >1 ^ >4 3 

0 

0 

P 

2 

CJ 

03 

D 

z 


00 r' CN 
CN ro m <N 


♦H CN m ^ 

M U U U 
to (d <0 <0 
0 0 0 0 
X X >» X 


VO O' CN ^ 
H iH CN CN 


cn m -vr 00 

CN CN CN CN 


H fN m Np 

P P V4 M 
0 0 0 0 
0 0 0 0 
X X >i 


0 

HJ 

0 

•O 


0 

O 

U 

3 

O 

03 


4J 

O 

c 


Tl 

c 

3 

b 


119 


the 40 jurisdictions that had urban renewal projects under the categoricals. 
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percent) but leveled off in the fourth year; in dollars, 
social services and facilities remained relatively constant 
during the first 3 years, but increased significantly in the 
fourth year. Planning and administration showed only a small 
increase in the unweighted mean over the 4 years (from 11 per 
cent to 13 percent) , while the amount allocated for such uses 
increased by more than 50 percent. 


Housing 


Whether measured as an unweighted mean, a weighted mean, 
or in total dollars, housing activities consistently have 
been the largest single program category among the sample ju- 
risdictions. By the fourth year, 58 of the 60 sample juris- 
dictions allocated some portion of their CDBG grants to hous- 
ing activities; 55 made such allocations in the first year. 

In the fourth progrcim year, the unweighted sample mean was 28 
percent, compared with 23 percent in the first year. This 
5-point increase in the unweighted mean represents a dollar 
increase of $182 million; over the 4 years, housing alloca- 
tions have nearly tripled, from $110 million to $292 million. 
The large dollar increase is accounted for in part by the con 
tinuing increase in total CDBG funds available and, in the 
fourth year, by the large increases to several jurisdictions 
as a result of the implementation of the dual formula. How- 
ever, the increased allocations for housing activities may 
result largely from two local factors: (1) preferences at 
the community level for such programs by both residents and 
participants in the decisionmaking process, and (2) growing 
experience in implementing housing rehabilitation activities. 
Housing rehabilitation programs , which make up the greatest 
share of housing activities, can be difficult to carry out. 
(See appendix 4 for a discussion of the rehabilitation 
process.) In the early program years, some communities 
frequently did not spend funds for housing rehabilitation 
because they found it difficult to set up and implement the 
programs. The larger allocations to housing may reflect the 
increased ability of communities to spend the funds for re- 
habilitation. 

Over the 4 years, allocations to housing activities in- 
creased by 164 percent even though total sample dollars in- 
creased by only 64 percent; the greatest increments came in 
the third and fourth years (table 5-2) . In the second pro- 
gram year, allocations to housing activities increased by 16 
percent, only slightly above the 13-percent increase in total 
s^ple dollars. In the third year, the housing increment was 
37 percent, compared with a total sample increment of 17 per- 
cent between the second and third years. In the fourth year, 
the housing increment was 66 percent, while the total sample 
increment was only 23 percent. 
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Higher allocations by central cities and urban counties 
caused the overall increase in allocations for housing activi- 
ties (table 5-1) . The unweighted mean of central cities for 
housing allocations increased from 23 percent in the first 
year to 31 percent in the fourth year (the second -year mean 
was 21 percent) ; the greatest increase in percentage points 
came in the fourth year. Over the 4 -year period, the average 
urban county allocation for housing activities increased from 
13 percent to 29 percent, with greatest increase (9 percentage 
points) also coming in the fourth year. However, the satel- 
lite city allocations to housing increased from 20 percent in 
the second year to only 22 percent in the fourth year, which 
was below the peak allocation of 25 percent in the first year. 
This lower allocation may reflect the generally better condi- 
tion of housing in the satellite cities of the sample. 

Among the housing activities, rehabilitation assistance 
received most of the housing funds: 71 percent ($78.4 mil- 
lion) in the first year, increasing to 73 percent in the 
second, third, and fourth years ($212.8 million in the fourth 
year) . By the fourth year, every jurisdiction in the sample 
had allocated funds for at least one rehabilitation program 
in at least one program year. 

For some jurisdictions, large grant increases in the 
fourth year as a result of the dual formula were used par- 
tially to expand housing rehabilitation activities. Alle- 
gheny County's (Pa.) allocation for rehabilitation went from 
$1.9 million in the third year to $3.3 million in the fourth 
year; in Evanston, 111., the third-year allocation for reha- 
bilitation was $260,000, nearly tripling to $728,000 in the 
fourth year; in St. Louis, the rehabilitation allocation went 
from $1.54 million in the third year to $8.21 million in the 
fourth year; and in New York City, the third-year allocation 
of $34.5 million more than doubled to $72.6 million in the 
fourth year. 


Neighborhood Conservation and General Improvements 

These two categories were examined together because they 
involve the same kinds of activities, such as street and side- 
walk repair and park development, and there appears to be a 
relationship in their opposite trends. As defined earlier, 
neighborhood conservation activities are public improvements 
that are part of a package of CDBG activities to stabilize or 
conserve residential neighborhoods . Public improvements and 
services not oriented toward neighborhood conservation or eco- 
nomic development are classified as general public improve- 
ments and services. 


122 



In examining allocation trends for these categories, we 
must understand the distinction between measurement by the 
unweighted mean and the total dollars. If we use the un- 
weighted mean (table 5-1) , which reflects the priority of 
program choices by individual communities, we see that neigh- 
borhood conservation activities were tied with general im- 
provements and services (16 percent each) for second place in 
the first program year. However, in dollar terms neighbor- 
hood conservation activities were in sixth place (out of 
seven) , while general improvements ranked third (table 5-3) . 
This disparity between the two measurements indicates that in 
the neighborhood conservation category, smaller jurisdictions 
with smaller grants were allocating a larger share of their 
funds to these activities than were larger jurisdictions; 
this is suggested in table 5-1 by the higher unweighted mean 
allocations by the satellite cities and nonmetropolitan jur- 
isdictions. In the second program year, the neighborhood 
conservation category became the second-ranked program choice 
on an unweighted mean basis and remained in that position 
through the third and fourth years, behind housing. However, 
it was not until the third year that neighborhood conserva- 
tion moved up in the rankings in total dollars, becoming the 
third highest category in the third year and moving into 
second position in the fourth year as the larger jurisdictions 
began to increase activities in this area. 

Over the 4 years, the n\mber of jurisdictions allocating 
funds to neighborhood conservation activities increased from 
45 to 57. We can also see the increased priority given to 
neighborhood conservation if we compare the annual dollar 
increments allocated for this category with the increments 
in total dollars going to the sample jurisdictions. In the 
second year, there was a 17-percent increase in funds for 
neighborhood conservation, compared with a 13-percent incre- 
ment in the total sample dollars (table 5-2) . The largest 
increment for neighborhood conservation occurred in the third 
year — a 48-percent dollar increase over the second year com- 
pared with a sample increment of 17 percent. In the fourth 
year, the increments were almost the same — 22 and 23 percent, 
respectively. Over the 4-Year period, allocations to this 
category grew by 111 percent, nearly double the rate of sam- 
ple growth of 64 percent. 

In the public improvements and services category, the 
opposite occurred. This group of activities was ranked third 
in dollars in the first year, rising to second place in the 
second and third program years (table 5-3) . But as jurisdic- 
tions shifted away from general improvements, this cagegory 
dropped to the fifth place in dollar ranking in the fourth 
year, and its unweighted mean ranking dropped from second to 
fifth place over the 4 years. The number of jurisdictions 
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with such activities also decreased from a high of 48 in the 
second year to 41 in the fourth year. 

In terms of increments , general improvements were allo- 
cated an increase of 66 percent in the second year; this 
turned downward sharply in the third year, when the category 
received 4 percent fewer dollars and then declined 7 percent 
in the fourth year (table 5-2).. The net result after 4 years 
was that this category fell below the overall program growth, 
receiving an additional 48 percent in funds over the 4 years 
compared with the total sample dollar growth of 64 percent. 

When the general improvement category is divided into 
its two components — capital projects and services — the data 
show that the service portion is becoming an increasingly 
large portion of the combined category. In the first year, 
capital activities accounted for 60 percent of the $61 mil- 
lion allocated; by the fourth year, capital activities had 
declined to 51 percent of the $91 million going to the com- 
bined category. The number of jurisdictions with CDBG-funded 
general capital projects decreased from a high of 40 in the 
second year to 35 in the fourth year, while jurisdictions 
with general services allocations increased from 20 to 25 
over the 4 years. As an unweighted mean, capital activities 
declined from 12 percent to 6 percent while services declined 
from 4 percent to 3 percent. 

A point we consider to be significant is the opposite 
trends occurring in the comparable categories of neighborhood 
conservation and general capital improvements. The overall 
trend has been an increase in neighborhood conservation ac- 
tivities by an unweighted mean of 8 percentage points and a 
111-percent increase in dollars over 4 years. At the same 
time, general capital improvements declined by an unweighted 
mean of 6 percentage points (table 5-4) , while there was a 
12-percent decline in dollars between the peak allocations in 
the second year ($53.9 million) and the fourth year ($47.5 
million) . 

The 16-percentage-point decline (unweighted mean) in 
satellite city spending on general capital projects is par- 
ticularly striking because it was matched by a 17-percentage- 
point increase in comparable neighborhood conservation activi 
ties. This indicates that satellite cities are continuing to 
allocate significant amounts of funds to such activities as 
streets, sidewalks, and parks but have shifted the location 
and purpose of such activities. Instead of undertaking such 
activities singly as part of a community's general public 
woicks a.nd rsdrsation functions , sa.t©llite citios an© now pack 
aging these activities with other CDBG-funded capital proj- 
ects of services to upgrade designated target neighborhoods. 
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Table 5-4. Allocations to Neighborhood Conservation and 
General Public Improvements and Services, Years 1 through 4 
(unweighted mean percentages) 


General public improvements 
and service 

Type of _ Neighborhood Capital 

jurisdiction conservation activities Services Total 


Central cities 


Year 1 

15 

9 

3 

12 

Year 2 

14 

11 

5 

16 

Year 3 

20 

6 

4 

10 

Year 4 

19 

4 

3 

7 

Satellite cities 





Year 1 

14 

19 

3 

22 

Year 2 

26 

11 

3 

14 

Year 3 

28 

4 

2 

6 

Year 4 

31 

3 

3 

6 

Urban counties 





Year 1 

17 

17 

6 

23 

Year 2 

20 

24 

3 

27 

Year 3 

24 

25 

2 

27 

Year 4 

16 

20 

4 

24 

Nonmetropolitan 





Year 1 

23 

7 

4 

11 

Year 2 

23 

2 

2 

4 

Year 3 

22 

1 

2 

3 

Year 4 

45 

2 

0 

2 

Total 





Year 1 

16 

12 

4 

16 

Year 2 

19 

12 

4 

16 

Year 3 

22 

8 

3 

11 

Year 4 

24 

6 

3 

9 


Source: Field research data. 
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This shift, which has been occurring since the first year, 
may be linked both to HUD's targeting policies that emerged 
between 1976 and 1978 and to its stricter interpretation of 
eligible activities, policies which were felt most in subur- 
ban jurisdictions, as discussed in chapter 3. An example is 
Scottsdale, Ariz. In its third-year application, the city 
proposed to use almost $900,000 for major street improvements 
on the two main thoroughfares. The HUD area office disallowed 
these projects and required the city to redirect the money to 
other parts of the city. As a result, Scottsdale used the 
funds for both street improvements and housing activities in 
a designated target area. Miami Beach, Fla., and Harris 
County, Tex., also illustrate such shifts. 


Capsule 5-1. Miami Beach, Fla . 

Miami Beach allocated 46 percent of its third-year block 
grant to general public improvements and services, but allo- 
cated less than half that proportion — 21 percent — of its 
fourth-year entitlement. At the start of the program, fund- 
ing was directed primarily at the South Beach target area. 
Housing rehabilitation was the major activity undertaken with 
first-year funds, and construction of a social service facili- 
ty was the single largest second-year program. According to 
the associate, "Between the second and third years, there was 
a gradual transition to a general development strategy with 
the distribution of benefits largely communitywide instead of 
being targeted to the South Beach area. However, from the 
third to fourth program years, there was a switch in emphasis 
away from redevelopment planning to neighborhood revitaliza- 
tion. The change was partly the result of HUD influence and 
city anticipation of the impact of the new neighborhood- 
oriented regulations. Additionally, the city realized that 
its hit-and-miss approach for community development was re- 
sulting in the spreading of program benefits, and it was time 
to develop a strategy for community development." 


Capsule 5-2. Harris County, Tex . 

Allocations for general public improvements and services 
decreased from almost 94 percent of the first-year entitle- 
ment to 75 percent of the fourth-year grant. During the first 
3 years, the county's prime emphasis was on development of a 
countywide system of major park facilities. The associate 
reported: "HUD's shift from a hands-off policy to a more 

substantive and aggressive monitoring role accounted for 
important programmatic shifts in the fourth year." HUD 
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successfully challenged third— year CDBG allocations for de- 
velopment of a major county park (Cypress Creek) on grounds 
that the area did not qualify as lower income and was "vir- 
tually inaccessible except by helicopter." At the same time 
HUD pressed and succeeded in getting the county to adopt 
more geographically targeted programs. 


A similar but less pronounced shift from general improve- 
ments to neighborhood conservation activities occurred in the 
central cities, where general capital projects declined from 
an unweighted mean of 9 percent to 4 percent over the 4 years, 
while the neighborhood conservation category increased from 
15 percent to 19 percent. In the urban counties, the pattern 
is less clear because both neighborhood and general develop- 
ment activities have generally moved in the same direction 
each year. The high level of general capital projects in the 
urban counties may be attributable in part to the special 
situation of counties and their functional responsibilities 
for such activities as roads, water and sewer service, and 
park improvements in unincorporated parts of their jurisdic- 
tions. In the nonmetropolitan areas, most shifts result from 
the specific projects approved through HUD's discretionary 
funding, not from shifting local strategies. 

Viewed overall, the shift of allocations from the gen- 
eral improvements to the neighborhood conservation category 
indicates that local governments have not changed how they 
are spending the money so much as where they are spending it. 
Our monitoring research does not deal with the extent to 
which CDBG funds are being substituted for local revenues to 
carry out capital projects that are frequently a general 
function of local government. 


Social Services and Urban Renewal; Categorical Continuation 

Although they are different types of activities, social 
services and urban renewal continuation are analyzed together 
because they are the two major activities carried over from 
the categorical grant period. Beyond the broad goals of 
developing "viable urban communities .. .and a suitable living 
environment. . .principally for persons of low and moderate in- 
come," the CDBG legislation mandates no single program or mix 
of programs. Among the early expectations, however, was that 
social . services would not be a major part of the CDBG program 
and that existing urban renewal projects Would be completed 
but few new large-scale renewal activities would be under- 
taken. The two programs together accounted for 90 percent of 
the funds consolidated into the CDBG program. This section 
analyzes the "legacy" of these categorical programs. 
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We asked associates to indicate the funding origin of 
each CDBG activity for each program year. We wanted to de- 
termine whether the activity had been initiated with cate- 
gorical funds and was being continued under the block grant 
program or whether the activity had been started under the 
block grant. The data showed a marked drop in the propor- 
tion of CDBG dollars used to continue categorical programs. 

In the first year, 35 percent (weighted mean) of block grant 
funds went for categorical program continuation; this figure 
declined to 28 percent in the second year, to 17 percent in 
the third, and to 12 percent in the fourth year. Thus, the 
activities begun under the categorical programs represent 
only a small share of the CDBG program. Although this is 
the overall trend, the effects of the categoricals have a 
greater continuing impact in some communities. For example, 
Carbondale, 111., has allocated about 30 percent of its grant 
to urban renewal continuation each year, even though its 
grant declined from nearly $3 million in the first year to 
$1.5 million in the fourth year, when the first phase-down 
of the city's hold-harmless grant took effect. 

Social Services and Facilities. Overall, allocations 
for social services and social service facilities have de- 
clined, although there was some evidence in the fourth year 
that such activities may be making a comeback. For the 
first 3 years, this category received declining priority 
among the sample jurisdictions. The unweighted mean dropped 
from 13 percent in the first year to 10 percent in the third 
year (table 5-1); the dollar amount also declined, from $86.3 
million to $77.5 million over the 3 years, at the same time 
that the total sample dollars were increasing (table 5-2) . 

In the fourth year, there was some turnaround — the unweighted 
mean stabilized at 10 percent and the dollar amount increased 
by 26 percent, to $97.3 million. Nevertheless, over the 4 
years, the dollar increase for social services and facilities 
(table 5-2) was only 13 percent, compared with the 64-percent 
increase in total sample dollars. 

Of the 61 sample jurisdictions, 40 allocated some funds 
to social services in the fourth program year, compared with 
37 making such allocations in the first year. The trend in 
facilities allocations during the first 3 years was toward a 
decline in the number of sample jurisdictions funding such 
activities, from 36 to 31, but this number started to in- 
crease in the fourth year. 

The overview combined social services and social service 
facilities into a single category because they are related 
program objectives; however, to analyze the continued impact 
of the categorical programs we separated the two. 
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Social services had been a major part of the model 
cities program that was folded into the block grant; model 
cities represented about 25 percent of the categorical funds 
that were consolidated into the CDBG program. From the out- 
set of the block grant in 1974, it was anticipated that the 
level of social services spending under CDBG would decline. 
Congress did not set a limit on social service spending, but 
the legislative history suggested that communities should 
allocate no more than 20 percent of their grants to social 
services. This implied ceiling later guided HUD's interpre- 
tation of the program, which emphasized "mainly hardware 
(bricks and mortar) and not software (social services). 


Allocations to social services (for example, programs 
for child care, senior citizens, health programs, and educa- 
tion) have been constant at an unweighted mean level of about 
6 percent, although the dollar amounts have increased from 
$55 to $61 million (table 5-5) ; however, the 11-percent dol- 
lar growth is far below the 64-percent increase in total 
sample dollars over 4 years. The trend in social service 
facilities has generally been in the opposite direction. 
Although there was an increase in the unweighted mean between 
the third and fourth years from 3 percent to 4 percent, the 
mean had declined from a high of 7 percent in the first year. 
However, the dollar amount for facilities in the fourth year 
more than doubled from the third year because of major in- 
creases in allocations in a few large cities. 


Among the jurisdictions, central cities spent the most 
for social services, allocating an unweighted mean of about 
® percent each program year (table 5-5) , with 
the dollar amount increasing slightly over the 4 years . 
Satellite cities tripled their social service allocations 
over the 4 years; by the fourth year their unweighted mean 
was equal to that of the central cities. However, 80 percent 
central cities allocated funds to social services in 
the fourth year, but only half of the satellite cities did so. 

made social service alloca- 
tions averaging 5 percent to 6 percent each year, but this 

figure was strongly affected by spending in Carbondale 111 
which earmarked about one-fourth Sf its grant eaTyeSr lo 
social services . Only about one-third of the nine nonmetro- 

tions^overTh^^i^^^ sample made social service alloca- 


4. Nathan et al., 
pp. 244-45; Dommel et al 
roent , pp. 90-93. 


— Grants for Community Development, 
• • Decentralizing Community Develop^ 
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Field research data 



A different pattern emerged for social service facili- 
ties. As an unweighted mean, allocations by the suburban 
jurisdictions (satellite cities and urban counties) were 
higher than those made by central cities, although the dollar 
amounts were much lower. Except in the first and second 
years, allocations by the nonmetropolitan jurisdictions have 
been very low. Spending figures for the first 2 years was 
strongly influenced by major allocations by Pulaski County, 
111., for community centers. 

Prior participation in the model cities program was a 
major determinant of social service and facility spending. 

As shown in table 5-6, model cities jurisdictions were more 
likely to make allocations for social services; the unweighted 
average funding level for such activities in these communities 
was much higher than for jurisdictions without experience in 
model cities. Of the 27 sample cities that had had a model 
cities program, 26 funded social services in the fourth pro- 
gram year; this was an increase over the first year, when 23 
made such allocations . The unweighted mean allocation for 
social services by former model cities participants over the 
4 years was 11 percent. However, fewer than half of the 34 
sample jurisdictions without model cities programs allocated 
funds to social services over the 4-year period; their average 
allocation was about 2 percent. 

Perhaps this relationship between model cities experi- 
ence and social service allocations is that once cities 
started these services, they chose to continue them; also, 
some may have found it difficult to discontinue such funding 
because of pressure from constituent groups and the bureau- 
cracies operating the programs. Nevertheless, most of the 
■jurisdictions that had model cities reduced social service 
spending well below the implied 20-percent limit. 

Table 5-6. Social Service Allocations by Participants and 
Nonparticipants in Model Cities, Years 1 through 4 


Participants Nonparticipants 

Number Percentage Number Percentage 


Year 1 

23 

11 

15 

2 

Year 2 

26 

11 

12 

2 

Year 3 

25 

11 

14 

3 

Year 4 

26 

11 

15 

2 

Source : 

Field research 

data. 
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Although model cities/social service linkage is apparent, 
there have been important changes in the nature and distribu- 
tion of social services. Under the model cities program, 
service beneficiaries were residents of a designated target 
neighborhood. Part of the local complaint against model cit- 
ies had been that residents outside the model neighborhood, 
many of whom were also in lower income groups, were denied 
these services. With the coming of the CDBG program came 
pressure to end some services and expand benefits to other 
neighborhoods. 

Our analysis of specific social services funded by CDBG 
shows that a decreasing share of funds was earmarked for the 
same services to the same group as those funded under the 
model cities program. In the first program year, 82 percent 
($45.9 million) of the social services allocation went to 
activities that were direct carryovers from the model cities 
program (table 5-7) . By the fourth year, this direct carry- 
over declined to 22 percent ($13.8 million). 

A similar pattern of declining carryover allocations 
appears for social service facilities, although such activi- 
ties were not carried over so extensively as social services. 
In the first program year, only 23 percent ($6.9 million) of 
the allocations for social service facilities was carried 
over from the categoricals (compared with 82 percent of 
social service allocations) , primarily from the model cities 
and neighborhood facilities programs. By the fourth year, 
only 2 percent ($691,000) of the facilities activities were 
continuations of categorical projects. 

The decline in carryover commitments for facilities 
probably results from the completion of projects started 
under the categorical grants. In the case of services, re- 
cipient communities are shifting the kinds of social services 
being provided, eliminating some specific services provided 
under the model cities program and implementing others. 

Also, some jurisdictions are expanding social service 
activities to areas outside the former model cities neighbor- 
hood. As shown in table 5-8, in the first year the model 
cities neighborhoods received 40 percent of social service 
spending in sample jurisdictions that had model cities pro- 
grams. By the fourth year, the model cities neighborhoods 
received only 25 percent of social service spending as new 
services were instituted elsewhere or the services started 
under model cities were expanded to other areas. The spread 
of social service spending in Houston illustrates this point. 
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Table 5-7. Program Origins of Allocations for Social Services 
and Facilities, Years 1 through 4 



Categorical 

continued 

CDBG- funded 

Unknown 

Total 

Type of 

(thousands 

(thousands 

(thousands 

(thousands 

activity 

of dollars) 

of dollars) 

of dollars) 

of dollars) 


Social services 


Year 1 

45,925 

(82) 

9,587 

(17) 

89 

(1) 

55,601 

Year 2 

43,461 

(74) 

14,991 

(26) 

0 


58,452 

Year 3 

28,601 

(47) 

28,640 

(48) 

2,911 

(5) 

60,152 

Year 4 

13,851 

(22) 

47,250 

(77) 

206 

(1) 

61,307 

Social service 
facilities 

Year 1 

6,951 

(23) 

23,721 

(77) 

0 


30,672 

Year 2 

2,995 

(11) 

23,190 

(88) 

120 

(1) 

26,305 

Year 3 

707 

(4) 

16,270 

(94) 

344 

(2) 

17,321 

Year 4 

Social services 

691 

1 

(2) 

35,343 

(98) 

0 


36,034 

and facilities 

Year 1 

52,876 

(61) 

33,308 

(39) 

89 

(.1) 

86,273 

Year 2 

46,456 

(55) 

38,181 

(45) 

119 

(.1) 

84,756 

Year 3 

29,308 

(38) 

44,910 

(58) 

3,255 

(4) 

77,473 

Year 4 

14,452 

(15) 

82,592 

(85) 

206 

(.2) 

97,250 


Source: Field research data. 

Note: Figures in parentheses are percentages of total allocations 

for each type of activity. 


Capsule 5-3. Houston 


Prior to the model cities program Houston had never been 
involved in human services programs other than normal public 
health and recreation services. Many city officials reput- 
edly believed that the use of own-source funds for such pur- 
poses would violate the city charter. In that sense, model 
cities was the only source of funding for locally initiated 
human service delivery programs. It served a residential 
area that was predominantly black and included some of the 
poorest sections of the city. Since Houston had not partici- 
pated in the urban renewal program, model cities constituted 
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the lion's share — 93 percent — of hold-harmless funds at the 
start of the block grant. 

Because of strong political ties between the mayor and 
the black community, the continuation of model cities service 
programs under the block grant was inevitable. Houston allo- 
cated an average of about $2 million a year for social serv- 
ices. Because of its increasing grant, however, the share 
of allocations going for social services declined from 12 
percent the first year to 8 percent in the fourth year (the 
high was 16 percent in the second year) . 

Model cities was terminated as an identifiable program 
in the third year; the agency was redesignated the Houston 
Resources Department and became a standing line department 
of the city responsible for implementing service programs, 
largely funded by Federal and State sources. But major 
changes in the delivery of CDBG-funded human services were 
made that year. The model cities agency had functioned with 
a good deal of autonomy in determining program activities, 
and under the legislation these services went exclusively to 
the model cities neighborhoods. This pattern continued 
through the first 2 years of CDBG, despite strong service 
demands from other neighborhoods for service programs. With 
the phase-out of model cities , the policy shifted to the 
service needs of all the CDBG target areas. Funds for exist- 
ing service programs in the model cities areas were reduced. 
Service needs and priorities were carefully analyzed for 
each CDBG target area, with regard to day care, elderly, and . 
youth services , and the emerging program activities were dis- 
tributed across a much broader range of the city's lower in- 
come neighborhoods. As a result, the share of social service 
spending in the model cities neighborhood dropped from 73 per- 
cent in the first year to 26 percent in the third year. 

Table 5-8. Social Service Allocations to Model Cities 
Neighborhoods, Years 1 through 4 


Year 

Percentage 

Thousands 
of dollars 

1 

40 

22,240 

2 

35 

26,458 

3 

29 

17,444 

4 

25^ 

15,326 


Source: Field research data. 


a. Excludes New York City. 
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In siammary, most jurisdictions have spent less on social 
services and facilities under the CDBG program than they did 
with categoricals aid; as noted, however, this pattern may 
be changing. An increasingly large share of allocations for 
social services and facilities is going to activities started 
under the CDBG program. Moreover, CDBG-funded social serv- 
ices are reaching more areas of recipient jurisdictions, 
thereby reducing the concentration of such services in former 
model cities neighborhoods. 

Urban Renewal Continuation. Urban renewal — which usually 
meant large-scale land acquisition, building demolition lead- 
ing to installation of public improvements, and construction 
of new buildings — was a consistently declining priority among 
the sample jurisdictions over the 4-year period. In all pro- 
gram categories, urban renewal continuation has had the 
greatest losses; dollar allocations declined by 28 percent 
over 4 years (table 5-2) , and urban renewal ranks last in dol- 
lars and sixth as an unweighted mean (table 5-3) . Urban re- 
newal continuation peaked in the second year, when the dollar 
allocation was 14 percent ($87 million) of total sample dol- 
lars; in the fourth year, allocations were only 4 percent ($40 
million) . This decline is not surprising because many of the 
old projects have been completed; in some cases, however, the 
decline results from local decisions to stretch out commit- 
ments to projects. 

Of the 40 sample jurisdictions that had urban renewal 
projects, only 22 continued to allocate funds to these proj- 
ects in the fourth program year; the unweighted mean for the 
40 jurisdictions was 7 percent. Over the 4 years fewer and 
fewer communities allocated 25 percent or more of their 
grants to urban renewal continuation; in the first year, 10 
communities allocated at least 25 percent, but only 4 did so 
the fourth year. In Auburn, Maine, the Great Falls urban 
renewal project was completed with large allocations of CDBG 
funds in the first 2 years. The associate reported that the 
city "then took on a neighborhood conservation project and 
began to use funds for rehab, first residential and later 
commercial." Allocations by Jacksonville, Fla., for urban 
renewal completion dropped from 58 percent in the first year 
to 10 percent in the fourth year "in anticipation of comple- 
tion of the Hogans Creek project." According to the associ- 
ate, major redevelopment was not an important aspect of the 
fourth-year CDBG program because "it is too costly, too con- 
centrated, and has very little communitywide support." 

The cities allocating more than one-fourth of their 
grants in the fourth year to continuing renewal projects were 
Newark, N.J.; San Jose, Calif.; Sioux City, Iowa; and Carbon- 
dale, 111. San Jose's continuing coiraxiitment to urban renewal 
was largely influenced by the city manager and his staff, who 
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consistently favored downtown urban renewal. According to 
the associate, HUD — "concerned with salvaging its own finan- 
cial interest in San Jose's renewal projects" — also supported 
the large redevelopment commitment. Fourth-year capital im- 
provements scheduled for the San Antonio Plaza Project were 
considered "essential to attract development and jobs to the 
downtown." However, growing community involvement in the 
fourth-year CDBG program led to increased allocations for 
neighborhood projects and social services and to the first 
decline in funds for urban renewal continuation. 


Economic Development 

Economic development consistently has been one of the 
smallest CDBG program categories, although it has grown more 
each year than any other program category (table 5-2) . In 
the fourth program year, the unweighted mean allocation to 
economic development activities was 4 percent, (table 5-1) ; 
the highest unweighted mean was 5 percent in the third year. 
Because of substantially increased allocations in some of the 
larger sample jurisdictions, however, the dollar amount for 
economic development activities more than tripled, from $19 
million in the first year to $60 million in the fourth pro- 
gram year (table 5-2) . A large part of the increase is 
accounted for by a few large cities. Chicago doubled its 
economic development allocation between the second and third 
years, going from $5 million to $10 million; the city allo- 
cated an additional $11 million in the fourth year. Los 
Angeles increased its funds from $1 million in the second 
year to $6.5 million in the third and fourth years. New 
York City more than doubled its allocation between the third 
and fourth years, from $5 to $11 million. 

The number of sample jurisdictions making allocations 
for economic development activities increased from 23 to 34 
over the 4 years. Although the general pattern is toward 
increased allocations for economic development, there are 
considerable variations in individual communities. For exam- 
ple, in the second and third years, Alma, Mich., allocated 
more than one-third of its grant to economic development, but 
earmarked no funds for that purpose in the fourth year. 
Cleveland Heights, Ohio, made no economic development alloca- 
tions in the first 2 years but put nearly 60 percent 
($291,000) of its third-year grant of $497,000 and one-third 
($710,000) of its fourth-year grant of nearly $2 million 
into commercial development. Large year-to-year increases 
and decreases were also reported in other sample communities. 
Among the jurisdictions with significant economic development 
activities were Allegheny County, Pa., Phoenix, Ariz., and 
Rochester, N.Y. 
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Capsule 5-4. Allegheny County, Pa . 

Over the past several years, the Allegheny County Over- 
all Economic Development Program Committee has set goals that 
call for the county government "to stimulate and leverage 
private investments through economic development such as in- 
dustrial parks." Two industrial parks, earlier ruled ineli- 
gible by HUD for CDBG funding, were included in Allegheny 
County's third-year application with documentation that 
these projects would be of principal benefit to low- and 
moderate-income persons. Allocations for economic develop- 
ment, especially industrial development, were increased to 
26 percent of the fourth-year grant and attributed by the 
associate to "a growing realization that Allegheny County was 
experiencing a period of general economic stagnation, marked 
by loss of jobs in certain sectors." 


Capsule 5-5. Phoenix 

With the near completion of the 3-year commitment to the 
Booker T. Washington Neighborhood Development Project, eco- 
nomic development became a "big winner" in the fourth-year 
program, receiving 21 percent of the city's $10 million grant. 
In the first 3 years, less than 1 percent was allocated to 
economic development. According to the associate, the fourth- 
year funds were "to be used as leverage for sorely needed 
downtown redevelopment." A substantial portion of the eco- 
nomic development allocation was earmarked for the acquisi- 
tion and clearance of blighted property "located in the heart 
of downtown and considered essential to any kind of reasonable 
economic development of that area." 


Capsule 5-6. Rochester, N.Y . 

Conservation of neighborhoods and economic development, 
both industrial and commercial, were established as program 
priorities at the outset of the CDBG program. Economic devel- 
opment allocations — 19 percent of the third- and fourth-year 
entitlements — were for commercial grants and loans in target 
neighborhoods and for public improvements to implement an 
ambitious plan for downtown development. In addition, Roches- 
ter was awarded a $5.2 million urban development action grant 
(UDAG) to help a major local industry expand its production 
facilities, thereby retaining several thousand jobs in the 
city and providing stability to a neighborhood bordering the 
CDBG primary target area. 
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We found increasing use of the block grant for economic 
development in all types of jurisdictions. The number of 
central cities with such activities increased from 14 to 18 
over the 4 years, with the unweighted mean increasing from 3 
percent to 5 percent (table 5-1) . Of the 12 sample satellite 
cities, the number of jurisdictions making economic develop- 
ment allocations increased from 2 to 5 (7 in the third year) , 
and the unweighted mean went from 1 to 5 percent (9 percent 
in the third year). Among urban counties, the number allocat- 
ing funds to economic development increased from 5 to 9, with 
only Harris County, Tex. , earmarking no funds for this pur- 
pose in the fourth year; the unweighted mean increased from 
4 percent to 6 percent. Not surprisingly, only two of the 
nine nonmetropolitan jurisdictions undertook economic devel- 
opment activities in each of the 4 years. These jurisdic- 
tions receive funds on the basis of either hold-harmless 
entitlements or discretionary grants; in either case, eco- 
nomic development was less likely to be a program choice. 

Although the relationship is not perfect, the data sug- 
gest that allocations to economic development are related to 
increases in a community's grant. In Chicago, the doubling 
of its economic development allocation in the third year co- 
incided with a $14 million increase in the city's grant. As 
a result of the dual formula, Chicago's grant took a major 
jump in the fourth year, from $61.4 million to $117.8 million; 
however, only an additional $1 million went into economic 
development. In Los Angeles, allocations to economic devel- 
opment increased from $1.2 million in the second year to 
$6.5 million in the third year, while the city's grant in- 
creased by $10 million. In New York City, the doubling of 
the economic development allocation between the third and 
fourth years coincided with a $71 million grant increase. 
Similarly, in St. Louis the economic development allocation 
increased from $508,000 in the third year to nearly $3.4 mil- 
lion in the fourth year, as the city's grant grew from $16.5 
million to $34.3 million. We found similar patterns in Cook 
County, 111., and Cleveland Heights, Ohio. In Seattle, eco- 
nomic development allocations went from zero to about a half 
million dollars between the third and fourth year as the 
city's grant increased from $9.6 million to $16.2 million. 

The associate for Seattle noted that allocations to economic 
development have been limited by constitutional and legisla- 
tive restrictions on the use of public funds for private ven- 
tures . 

We do not want to overstate the linkage between grant 
increments and allocations to economic development; there 
are instances in which marked increases in the grant have 
not been accompanied by allocations to or increases in funds 
for economic development. In some jurisdictions, such as 
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Philadelphia, allocations to economic development have in- 
creased even though grant sizes have been stable. 

It is also possible that some of the fourth-year in- 
crease in economic development allocations may be the result 
of the 1977 legislative changes, which expanded the range of 
such activities that could be included in a community's CDBG 
program. Hov^eyer, because allocations to economic develop- 
ment have been increasing since the first program year, and 
because much of the fourth-year increase is accounted for by 
a few jurisdictions that had substantial grant increases, we 
believe that the grant increases are more important than the 
legislative changes in explaining the economic development 
trend. 


Planning and Administration 


In the fourth year, all sample jurisdictions funded 
planning and administrative costs associated with the CDBG 
program. Jurisdictions allocated an average of 13 percent 
for these costs in the fourth year (table 5-1) , or 11 percent 
of total dollars (table 5-2) . As shown in tables 5-1 and 
5-2, the trend has been toward an increase in allocations for 
planning and administration, both as an unweighted mean and 
in dollar amounts . Over the 4 years , the unweighted mean in- 
creased from 11 percent to 13 percent (the second year was 
an exception, with 9 percent) , whereas dollars for planning 
and administration increased from $61 to $96 million. How- 
ever, this 59-percent increase in dollars is less than the 
64-percent increase in total sample dollars. 

Central cities caused most of the increase; their aver- 
age allocation grew from 8 p<^rcent in the first year to 13 
percent in the fourth year, with the largest increase occur- 
ring between the second and third years (table 5-1) . The 
central cities in our sample are generally large jurisdic- 
tions with large grants, which also accounts for much of the 
dollar increase in allocations. The satellite cities showed 
a decline in the unweighted mean over the first 3 years, 
from 14 percent to .12 percent, but this increased to 14 per- 
cent in the fourth year. The urban counties and nonmetro- 
politan communities showed a pattern (generally increasing 
after the first year) similar to that of the central cities.- 
Despite some large changes over the years by all types of 
jurisdictions except the satellite cities, however, there was 
little variation in each group from the sample mean by the 
fourth program year. The nonmetropolitan jurisdictions 
tended to fall below other jurisdictions because half of 
these communities received discretionary grants for specific 
projects and therefore required less money for general plan- 
ning and administration. 
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Prior categorical experience appears to have influenced 
early allocations to planning and administration. As shown 
in table 5-9, jurisdictions with no experience or a low level 
of categorical experience had high allocations (14 percent) 
for planning and administration in the first year, presumably 
because of high start-up costs. Jurisdictions with a moderate 
or high level of experience had lower allocations in the 
early years. By the fourth year, however, the average allow- 
ance for planning and administration was nearly the same, 
regardless of prior categorical experience. 

With a few exceptions, planning and administrative costs 
were not singled out for special discussion by associates. 

The exceptions involved cases in which administrative costs 
or the inclusion of planning studies became important issues. 
Administrative costs in Lansing, Mich., — 31 percent in the 
third year and 47 percent in the fourth year — appeared to 
HUD to be very high. At HUD's request, Lansing changed its 
accounting procedure from one in which all CDBG administra- 
tive and planning costs were charged to one category to a 
system in which administrative costs of individual program 
activities are charged to the cost of those activities, a pro- 
cedure used in most jurisdictions. 

Table 5-9. Allocations to Planning and Administration 
Relative to Categorical Experience, Years 1 through 4 


Year 

Percentage of allocations 


None/low 

Moderate/high 

Total 

1 

14 

9 

11 

2 

10 

9 

9 

3 

11 

11 

11 

4 

14 

12 

13 

Number of 

22 

39 

61 

jurisdictions^ 




Source: Field research data. 

a. Because Pulaski County, 111., did not receive fund- 
ing in the fourth year, the number of jurisdictions with none 
or low categorical experience is 21 and the total number of 
jurisdictions is 60 for the fourth year. 
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Allocations for planning studies were an important fea- 
ture of the CDBG programs in two satellite cities (Greece, 
N.Y., and Miami Beach, Fla.) with little or no prior expe- 
rience with the categorical grants. Greece, a rapidly grow- 
ing suburb of Rochester, included funds for studies of 
drainage problems and recreational development in its second-, 
third-, and fourth-year applications. Although HUD rejected 
a feasibility study for a municipal utility in the fourth 
year, it approved funding for other studies linked to the 
town's development. Over the 4 -year period, planning and 
administrative costs in Greece averaged 28 percent of the 
town's entitlement each year. 

The associate for Miami Beach reported that "after its 
inability to implement .its first year multi-family rehab loan 
program," the city included extensive planning funds in its 
subsequent CDBG programs. More than 25 percent of its third- 
and fourth-year grants went to planning and administration. 
Although HUD did not reject planning costs for the South 
Beach Redevelopment Area, it told the city it did not want 
to see a continued predominance of planning activities. 

Our analysis now shifts from individual categories to 
the effects of formula allocation changes on the program mix 
in communities affected by the dual formula or hold-harmless 
phase-down. 


Effects of the Dual Formula and Hold-Harmless Phase-Down 

In the fourth program year two major changes in the allo- 
cation of funds were implemented. One was the start of the 
dual formula system, which directed substantially more aid to 
several older, declining cities. The second change was the 
first stage of the phase-down of hold-harmless, funds . ^ Under 
the phase-down, the allocation to a community with a hold- 
harmless grant greater than its formula entitlement is re- 
duced by one-third of the difference in the fourth year and 
wo-thirds in the fifth year. In the sixth program year, all 
formula entitlement jurisdictions will receive their formula 

‘^°™^ities without formula entitlements go under the 
CDBG discretionary grant system. 


act DroviSS^?h«i^f the hold-harmless provisions of the 1974 

J ^ first 3 years of the CDBG program 

the t to receive the average amount of 

grants it received during the period 

Ss hi ■ . the hold-harmlesi 

runds would begin to phase down. 
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The Dual Formula 


The dual formula system retained the original poverty— 
oriented formula based on population, poverty (weighted 
double), and overcrowded housing, and added a second formula 
to measure physical development needs. The second formula, 
which used pre-1940 housing (0.5), poverty (0.3), and popula- 
tion growth lag (0.2) factors, was helpful in aiding "older 
cities in all regions, but particularly old central cities 
of the Northeast and Midwest. "6 Under the dual formula sys- 
tem, no entitlement jurisdiction receives less funding than 
it would under the original formula. However, the dual for- 
mula does not return all cities to the level of benefits they 
received under the categorical grants; more than 100 cities 
are projected to receive less under the dual formula than 
they had received under the categorical grants. 

The dual formula had dramatic effects on nine sample 
jurisdictions, all of which received very large entitlement 
increases (more than 40 percent) in the fourth year. Table 
5-10 shows these jurisdictions and their third- and fourth- 
year entitlements . 


Table 5-10. Sample Jurisdictions with Major Grant Increases 
from the Dual Formula, Years 3 and 4 


Jurisdiction 

Year 3 
(thousands 
of dollars) 

Year 4 
(thousands 
of dollars) 

Percentage 

increase 

Allegheny 

County , 

Pa. 8 

,449 

12,500 

48 

Chicago 


61 

,441 

114,279 

86 

Cleveland 


16 

,092 

34,660 

115 

Cleveland 

Heights 

, Ohio 

497 

1,994 

301 

Evanston, 

111. 


797 

1,873 

135 

New York City 

150 

,335 

223,643 

49 

Pittsburgh 

15 

,541 

22,987 

48 

St. Louis 


14 

,343 

31,840 

122 

Seattle 


9 

,502 

15,751 

66 


Source: Field research data. 


6 . For a full discussion of the formula system, see 
Dommel et al.. Decentralizing Community Development, chapter 2. 
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The effects of the increased funds on program choices 
varied. Some jurisdictions shifted program emphasis, fund- 
ing new kinds of activities or expanding existing programs 
into new geographic areas. Other juriscitions used their 
larger fourth-year entitlements to increase the funding level 
of existing activities, such as housing rehabilitation and 
economic development, as noted earlier in the chapter. Cleve- 
land, Seattle, and St. Louis are examples of communities 
where associates attributed shifts in fourth-year program 
priorities to the increased funds. 


Capsule 5-7. Cleveland 

Cleveland's fourth-year CDBG program marked a substan- 
tial departure from the first 3 years in both program con- 
tent and targeting strategy. The fourth-year shifts to 
capital expenditures for housd ng rehabilitation and public 
works and the introduction of a substantial targeting empha- 
sis represented political decisions more easily accomplished 
because of the 115-percent increase in the fourth-year enti- 
tlement. According to the associate, during the third year 
"the Cleveland program was primarily composed of rehabilita- 
tion, software services, and administrative salaries." In 
the fourth year, almost 63 percent of the block grant was 
allocated for housing and neighborhood improvements, more 
than double the 30-percent allocation in the third year. 

The shift to greater emphasis on public works improvements, 
parks, and recreational facilities satisfied the mayor's 
campaign promises to certain neighborhood groups to solve 
long standing sewer problems in the northeast section of the 
city and to provide recreational facilities on the west side. 
In addition, the fourth year "reflects an interesting basic 
change in orientation. For the first time, a targeting stra- 
tegy was evident in proposed expenditures. Until the fourth 
year, the target areas remained broad, comprising approxi- 
mately 75 percent of the city. The program was relatively 
unfocused and the public works program quite vague. In the 
fourth-year application, a substantial targeting emphasis 
was introduced and specific public works commitments were 
made." The area for all CDBG programs was reduced to 40 per- 
cent of the city's area. Other existing CDBG programs re- 
ceived substantial increases due to the doubling of the 
fourth-year entitlement. Police and demolition activities 
funding was doubled. Funds for nonprofit agencies remained 
about the same between the third and fourth years. In rela- 
tive terms, however, social services decreased as a propor- 
tion of the total CDBG budget, from 18 percent in the third 
year to 9 percent in the fourth, because the entitlement 
doubled, however, the dollar amount remained about the same. 
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Capsule 5-8. St. Louis 


St. Louis experienced some significant changes in pro- 
gram emphasis between the third and fourth years . These 
changes can be attributed to the more than 100-percent in- 
crease in the CDBG entitlement for the fourth year and to the 
greater assertiveness of the board of aldermen. In addition, 
because urban renewal continuation was less than 6 percent of 
the fourth-year allocations — down from almost 20 percent in 
the third year — "there were more resources to allocate else- 
where . " 

Almost one-half of the fourth-year allocation was ear- 
marked for neighborhood improvements and housing, up from 34 
percent in the third year. HUD had regarded housing rehab as 
"the major failing of the St. Louis program." Other than 
projects to improve public housing units, only very small 
allocations were made for a Home Loan Program and a High Risk 
Loan Fund during the third year. Because of the efforts of 
the board of aldermen, whose role in the CDBG program had 
been minimal during the first 3 years, allocations for hous- 
ing substantially increased in the fourth year. As available 
resources more than doubled, the board of aldermen "forced 
upon the mayor and the Community Development Agency their 
Marshall Plan for housing — a comprehensive program for lower 
income residents — which raised the housing allocation to over 
$13 million." The mayor's own preference for economic devel- 
opment increased the allocation for that program use by more 
than 500 percent, to almost $3.5 million. All of these pro- 
gram shifts in the fourth year were "fundamentally due," 
according to the associate, to the doubling of the CDBG grant 
in the fourth year. 


Capsule 5-9. Seattle 


Seattle's program strategy for the first 3 years was 
based on the expectation of a reduction in funding under the 
1974 formula to $7.5 million. Instead, the dual formula in- 
creased Seattle's entitlement to $16.2 million. The result 
was that Seattle altered several components of its original 
CDBG strategy. During the first 3 years, commitments were 
made to (1) bring urban renewal projects to completion; 

(2) continue, perhaps with modest increments, only those 
model cities services that had proved to be effective; and 

(3) ' initiate small capital improvements that could be com- 
pleted within 1 or 2 years in marginally blighted areas. 

The revision of the CDBG formula "changes these signals." 

The increased entitlement allowed the continuation of many 
activities funded in prior years, and, in addition, led to 
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initiation of several large public improvement projects in 
severely blighted areas of the city. The areas had previ- 
ously been listed as "low priority because of the city's 
strategy to concentrate its funds in only marginally blighted 
areas." Thus, Seattle was able to target more funds into 
specific areas of severe blight because of the increased 
fourth-year funding. 


Phase-Down Losses 


For eight formula entitlement cities and five nonmetro- 
politan communities receiving large hold-harmless grants, the 
fourth year brought a decline in grants, ranging from 10 per- 
cent to 40 percent below their third-year grant levels 
(table 5-11) . 

Although the losses to the formula entitlement cities 
may be high, they would have been even greater for most with- 
out the adoption of the dual formula. Grants for seven of 
the eight cities (excluding Scottsdale, Ariz.) from the 
second formula will be greater in the sixth year (when the 
formula system is fully phased in) than if the 1974 single 
formula allocation system had been retained. 

Most of the "loser" jurisdictions had anticipated reduc- 
tions from the hold-harmless levels. In the case of Lansing, 
Mich., the associate noted "programmatic cuts in all areas" 
as well as staff reductions. He added, "I don't think any- 
one can notice any sharp programmatic changes as a result of 
the decreased entitlement." The Boston associate reported 
that the major program effect was to reroute neighborhood 
capital projects scheduled for the fourth year to the city's 
capital budget. "Both the strain on the capital budget from 
court-mandated capital improvements and the city's weak po- 
sition in the bond market were so much improved that this 
changeover was possible." In Newark, N.J., the major pro- 
gram change in the fourth year was a large cut in social 
services, from 24 percent to 15 percent of the grant. In 
Charlottesville, Va., a nonmetropolitan hold-harmless juris- 
diction, the one-third grant reduction was cushioned by re- 
programing $256,000 from the first 3 program years to bring 
the total amount available for activities in the fourth year 
to $940,000, only $93,000 below the third-year grant. 


Program Concentration for Neighborhood Revitalization 

This section analyzes how sample jurisdictions have pack- 
aged CDBG-funded activities for neighborhood revitalization. 
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Table 5-11. Grant Entitlements to Sample Communities Losing 
More Than 10 Percent of Their Grant Funds Between Program 
Years 3 and 4 



Grant entitlements 
(thousands of dollars) 

Percentage 

Jurisdiction 

Year 3 Year 4 

decline 


Formula entitlement 




cities 




Atlanta, Ga. 

16,377 

13,927 

15 

Boston, Mass. 

28,993 

24,619 

15 

Denver, Colo. 

13,729 

11,946 

13 

Lansing, Mich. 

6,196 

4,409 

29 

Newark , N . J . 

19,508 

16,978 

13 

Portland , Maine 

4,542 

3,375 

26 

Rochester, N.Y. 

13,940 

12,493 

10 

Scottsdale, Ariz. 

1,832 

1,419 

23 

Nonmetropolitan 




hold-harmless cities 




Alma, Mich. 

529 

347 

34 

Carbondale, 111. 

2,500 

1,513 

40a 

Charlottesville, Va. 

1,033 

684 

34 

Florence, S.C. 

1,028 

668 

34 

Marlborough, Mass. 

1,068 

695 

34 


Source: Community Development Budget, HUD Form 7015.5, part 

of the CDBG application. 

a. Carbondale's phase-down exceeded one-third because 
the regular phase-down provisions coincided with the special 
provisions for separately phasing down the model cities por- 
tion of the hold-harmless grant. 


147 




We asked associates to designate which activities in the 
local application were, in their judgment, part of a CDBG- 
funded neighborhood revitalization package. We then aggre- 
gated these activities across 51 jurisdictions to determine 
the proportion of funds in each year that had been directed 
toward such a strategy.'^ The analysis does not cover in- 
stances in which a single CDBG activity is part of neighbor- 
hood revitalization strategy funded from non-CDBG sources. 

For example, CDBG funds may be used to upgrade or develop a 
neighborhood park as part of a general area revitalization 
that also includes street and sidewalk repairs funded from 
local tax revenues and housing rehabilitation funded from the 
Federal 312 program. This analysis also does not cover allo- 
cations to continue work on downtown urban renewal projects 
where there are no other CDBG-funded projects . Because we 
did not include such activities in this analysis, program 
concentration overlaps but is not equated with geographic 
targeting; that is, this does not mean that funds not ac- 
counted for in our program concentration analysis are there- 
fore being "spread" throughout the community. 

As part of this discussion, we present data on the per- 
centage of census tracts included in neighborhood revitali- 
zation projects to determine increases or decreases in the 
geographic distribution of these packaged activities over the 
4 years. To some extent, the census tract data illustrate 
one aspect of the trend in geographic targeting. 


Increases in Neighborhood Concentration 

Over the 4 program years , there has been a trend toward 
a gradual concentration of CDBG-f\inded physical development 
and social service activities into neighborhood revitaliza- 
tion. In the first program year, an unweighted mean of 37 
percent of CDBG funds was concentrated in neighborhood con- 
servation areas; by the fourth year, this amount had in- 
creased to 48 percent (table 5-12) . The largest increase 
for the sample as a whole, 6 percentage points, was between 
the second and third years. As noted in chapter 2, HUD 
efforts to increase neighborhood concentration were stepped 
up in the 1976 regulations, which may partly account for the 
increase between the second and third years. Further concen- 
tration may result from the 1978 regulations on NSA's, and 


7. We excluded urban counties because it was not possi- 
ble for associates in these jurisdictions to determine uni- 
formly the neighborhood orientation of each activity in the 
many participating municipalities. 
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the neighborhood-oriented structure of the fifth-year appli- 
cation may also move jurisdictions toward program concentra- 
tion. The final monitoring report will continue this 
analysis into the fifth and sixth years. 

Neighborhood conservation activities, by the definition 
presented at the beginning of this chapter, is a program cate- 
gory directed entirely toward neighborhood revitalization. 

Also by definition, none of the general development activi- 
ties were assigned to neighborhood revitalization. Of the 
six remaining program categories (the planning and adminis- 
tration category is not included) , housing activities and 
social service facilities have the highest unweighted mean 
percentage of allocations going for neighborhood revitaliza- 
tion, each averaging more than 45 percent for such uses in 
the third and fourth years (table 5—13) . Economic develop- 
ment is at the low end of the scale , with an average of only 
20 percent of such activities oriented toward upgrading 
neighborhoods . 

The dollar trends and the weighted mean of total sample 
dollars show a generally similar pattern, although the year- 
to-year changes are greater as the larger jurisdictions shift 
program priorities (table 5-13) . 


Table 5-12. Unweighted Mean Percentage of CDBG Funds Allo- 
cated for Neighborhood Revitalization Activities, by Type of 
Jurisdiction, Years 1 through 4 


Type of 
jurisdiction® 

Total 

jurisdictions^ 

Year 1 

Year 2 

Year 3 

Year 4 

Central cities 

30 

36 

35 

44 

45 

Satellite cities 

12 

34 

49 

51 

53 

Nonmetropolitan 

9 

41 

47 

46 

45 

Total 

51 

37 

40 

46 

48 


Source; Field research data. 


a. Urban counties were not included in this analysis. 

b. Because Pulaski County, 111., did not receive fund- 
ing in the fourth year, number of nonmetropolitan jurisdic- 
tions is reduced to 8 and the total number of jurisdictions 
to 50 for the fourth year. 
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Table 5-13, CDBG Funds Allocated for Neighborhood Conservation 
Activities, by Program Category, Years 1 through 4 


Number of Weighted Unweighted 

jurisdictions Thousands of mean mean 

Program category with allocations^ dollars percentage percentage 


Housing 

Year 1 47 

Year 2 48 

Year 3 50 

Year 4 48 

Urban Renewal 
continuation 

Year 1 25 

Year 2 26 

Year 3 21 

Year 4 20 

Economic development 

Year 1 19 

Year 2 25 

Year 3 27 

Year 4 25 

Social services 

Year 1 32 

Year 2 31 

Year 3 32 

Year 4 34 

Social service 
facilities 

Year 1 29 

Year 2 29 

Year 3 24 

Year 4 28 

Other public services 
and facilities 
Year 1 I9 

Year 2 19 

Year 3 22 

Year 4 20 


Source: Field research data. 


42,098 

40 

42 

56,326 

49 

44 

96,901 

64 

49 

170,309 

65 

50 


18,923 

38 

36 

16,593 

20 

20 

14,761 

23 

38 

9,758 

25 

27 


3,793 

21 

15 

7,402 

32 

23 

4,265 

11 

17 

17,718 

33 

22 


12,071 

23 

18 

17,477 

31 

30 

25,674 

45 

35 

29,570 

51 

36 


4,353 

17 

32 

3,590 

18 

40 

2,732 

29 

46 

18,194 

60 

45 


13,232 

55 

27 

25,415 

53 

18 

28,432 

69 

37 

17,087 

42 

30 


a. Urban counties were not included in this analysis. 
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when we examine concentrated neighborhood activity by 
type of jurisdiction, the data show that over the 4 years the 
satellite cities have moved the greatest distance, increasing 
their concentration of program activity from 34 percent in 
the first year to 53 percent in the fourth year (table 5-12). 
Satellite cities have had a higher percentage of neighborhood 
concentrated funds than either central cities or nonmetropoli 
tan communities since the second program year. For the satel 
lite cities, the greatest increase was between the first and 
second years; this was due in part to shifts by Greece, N.Y., 
and El Monte, Calif., from citywide projects to activities 
in smaller geographic areas. The central cities also in- 
creased their program concentration, but to a lesser degree, 
increasing only 9 percentage points, from 36 to 45 percent. 
The nonmetropolitan jurisdictions increased funding from 41 
to 54 percent. 

We also analyzed neighborhood concentration using the 
urban conditions index, and found better-off communities 
were more likely to direct large shares of their funds into 
neighborhood revitalization. For the 21 relatively affluent 
jurisdictions, the unweighted mean of funds allocated to 
neighborhood-oriented activities increased from 39 percent in 
the first year to 55 percent in the fourth year (table 5-14) . 
As the degree of distress increases, the percentage of funds 
going to concentrated activities declined. Moderately dis- 
tressed jurisdictions (those rating between 100 and 250 on 
the index) allocated 47 percent of their fourth-year funds to 
activities oriented toward neighborhood revitalization; the 
most distressed jurisdictions (ratings above 250) directed 
only 38 percent of their funds into the neighborhood- 
concentrated activities. 

These results are not surprising. Because their prob- 
lems are less severe, the better-off communities can more 
readily direct a larger share of their funds into smaller 
areas having the greatest needs. As indicated in chapter 3, 
the increase in concentration may have appeared in the better 
off jurisdictions because targeting was an important issue in 
these jurisdictions and HUD had greater influence in the out- 
come. However, the more distressed communities generally may 
have to allocate funds for a wider range of needs and con- 
stituent demands across a larger geographic area, making it 
difficult to concentrate activities. 

This neighborhood concentration pattern, based on a 
distressed conditions analysis, is supported by the data on 
allocations of activities to census tracts. The greater the 
distress of a community, the higher is the percentage of 
census tracts receiving some kind of CDBG-funded activity. 

In the census tract analysis, we counted how many tracts in 
a jurisdiction received at least one CDBG-funded activity. 
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This does not mean that each tract received an equal number 
of activities or that each activity was equal in dollar 
value; for example, one tract may have had only a small street 
repair activity while another tract may have had a large hous- 
ing rehabilitation program. 

As shown in table 5-15 , after the first year the better- 
off jurisdictions undertook activities in about 40 percent 
of their census tracts in each program year; those at the 
100 to 250 index level allocated funds to about half of their 
tracts; and at the most distressed level, about three-fourths 
of the census tracts received at least one activity. 

This tract pattern is probably linked in large part to 
the income eligibility of the tracts. HUD defines a low- 
income tract as one in which the median family income is less 
than 50 percent of the income level of its metropolitan area; 
a moderate-income level is 51 percent to 80 percent of the 
metropolitan level. Thus, the better-off jurisdictions have 
fewer eligible low- and moderate-income tracts than the more 
distressed communities. This produces a seemingly anomalous 
result: The most distressed cities have the greatest geo- 

graphic spreading .of CDBG-funded activities. 

Table 5-14. Unweighted Mean Percentage of CDBG Funds Allo- 
cated for Neighborhood Revitalization Activities, by Ranking 
on the Urban Conditions Index, Years 1 through 4 


Ranking on urban 
conditions index^ 
(mean = 100) 

Number of 
jurisdictions^ 

Year 1 

Year 2 

Year 3 

Year 4 

Less than 100 
(relatively 
affluent) 

21 

39 

48 

53 

55 

100 - 250 
(moderately 
distressed) 

16 

41 

42 

49 

47 

250 and above 
(severely 
distressed) 

14 

27 

27 

33 

38 

Total 

51 

37 

40 

46 

48 


.qr>iTrr>o. research data. 


Pulaski County, 111., did not receive funding 
■, the number of jurisdictions with an index 
jed to 13 and the total number of jurisdic- 
-he fourth year. 
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Table 5-15. Unweighted Mean Percentage of Census Tracts 
Receiving CDBG Allocations , by Ranking on Urban Conditions 
Index, Years 1 through 4 


Ranking on 
urban con- 
ditions index 

Number of 
jurisdictions 

Year 1 

Year 2 

Year 3 

Year 4 

Less than 100 
(relatively 
affluent) 

18 

27^ 

37 

43 

40 

100 - 250 

(moderately 

distressed) 

13 

44 

53 

55 

54 

250 and above 
(severely 
distressed) 

10 

68 

74 

78 

74 

Total 

41 

42 

51 

55 

53 


Source: Field research data. 

a. Greece, N.Y., and El Monte, Calif., made only citywide 
allocations in the first year, thus making this percentage low. 

Linking the census tract analysis to the data on the con- 
centration of funds shows that the better-off communities are 
concentrating a larger share of funds into a smaller geograph- 
ic area while the more distressed jurisdictions are spreading 
a larger share of funds across a wider geographic area. As 
shown in table 5-15, in each category of the conditions index 
the percentage of tracts having an activity declined slightly 
between the third and fourth years. This may be related to 
hud's targeting policies, but we cannot directly link the two 
occurrences. These patterns have implications for the NSA 
approach established in the 1978 regulations. Further program 
concentration through NSA's may produce still greater geo- 
graphic targeting in the better-off communities, a result 
favored by advocates of increased program targeting. However, 
in the more distressed communities geographic targeting 
through the NSA approach becomes a greater problem. Reducing 
the geographic scope of the program through NSA's in some 
distressed communities may mean excluding or cutting back 
areas that normally might be eligible for CDBG activities. 
Alternatively, a community may have a large number of small 
NSA's spread across a side area or a small number of large 
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NSA's, thus reducing the overall effectiveness of neighbor- 
hood targeting. The monitoring research covering the fifth 
and sixth program years, when the NSA approach is more fully 
in operation, will examine these questions further. 


Conclusion 


Our general conclusion is that, across the sample, the 
kinds of CDBG activities being funded have not been detect- 
ably affected by HUD's expanded involvement in the decision- 
making process, although this may not be true in some com- 
munities. The pattern that emerged at the beginning of the 
program was that communities were using the increased flexi- 
bility of the block grant to emphasize housing activities and 
public improvements while deemphasizing large redevelopment 
activities and social services. This pattern continues. 

However, as the program progresses, an important change 
is that communities are directing more funds toward concen- 
trated neighborhood revitalization. This shift is seen in 
the preference for neighborhood improvements over general 
public improvements, the accelerated increases in housing 
activities, and the growing proportion of CDBG funds and 
activities being packaged for neighborhood revitalization. 

The data also show that the redirection of funds has been 
the greatest in the better-off suburban communities, where 
HUD's targeting policies have been most pervasive and where 
HUD's view has most frequently prevailed when targeting poli- 
cies were at issue (chapter 3) . Although we do not want to 
overstate cause and effect relationships, we believe that 
HUD's view on geographic targeting has influenced the areal 
distribution of CDBG activities. At the same time, the mix 
of activities appears to be largely determined by local 
decisionmaking and local factors. Also, when new money be- 
came available to some of the communities through formula 
distributions, local factors appear to have determined its 
use, with the major beneficiaries being housing, neighborhood 
public improvements, and economic development. 

This suggests to us that considerable local autonomy 
still exists in choosing eligible CDBG activities, thus pre- 
serving much of the decentralizing purpose of the block 
grant ; however , HUD's concern for national program objectives 
is having some influence on the geographic distribution of 
the activities within communities. In the next chapter, we 
discuss how income groups are affected by the distribution 
of CDBG activities. 
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Chapter 6 


SOCIAL TARGETING 


In the introduction, we explained that we chose target- 
ing as the theme for this report because it was HUD's policy 
emphasis during the third and fourth program years and be- 
cause it was a major influence and emerging program pattern 
in the sample communities . Chapter 3 reported that targeting 
was the most pervasive intergovernmental issue in the third 
and fourth years, particularly in the better-off communities 
of the sample. Chapter 4 noted that HUD's geographic target- 
ing policies appeared to be linked to the growing activism 
of neighborhood-based organizations and to the somewhat di- 
minished role of local legislatures, which in the past pre- 
ferred to spread rather than target program benefits. At the 
program level, chapter 5 pointed to the continuing overall 
emphasis on housing and public improvements but noted a 
recent shift from general improvement projects to similar 
activities in neighborhood revitalization. 

In this chapter, we examine how the program has affected 
the income groups that benefited from local program decisions; 
we refer to this as social targeting. As part of this analy- 
sis, we also present data on CDBG benefits allocated to areas 
with large proportions of black and Hispanic residents. 

Lower Income Benefits 

One of the most controversial issues of the CDBG program 
is social targeting, the distribution of program benefits 
among income groups. Since the program began in 1974, there 
has been a dispute over provisions of the law that seek to 
direct program benefits principally to low- and moderate- 
income persons and families. As discussed in chapter 2, this 
issue became a source of tension between HUD and the House of 
Representatives after Secretary Harris tried to direct more 
benefits to lower income groups. The Secretary believed the 
program should give priority to the social targeting provi- 
sions already in the CDBG law. The House saw the issue as 
twofold; they felt that (1) none of the multiple objectives 
of the program should receive priority over the others, and 
(2) establishing a fixed percentage of lower income benefits 
was contrary to congressional intent and also to another leg- 
islative goal, decentralized decisionmaking. 

Before we present and discuss the research findings, it 
is necessary to explain the methodology used. 
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Methodology 


To analysts of social targeting, the policy issue is 
only part of the problem. Even if all parties agreed on how 
much and what kind of social targeting was desired, the dif- 
ficult problem of measuring the result would remain. We note 
the importance of the measurement problem here to caution 
policymakers and other readers against giving too much weight 
to particular findings on the distribution of CDBG benefits. 
Although the research is useful in clarifying issues, general 
patterns and trends, and some selective results, the measur- 
ing problem is so complex that the findings should be treated 
cautiously. For this reason, we view our measurement ap- 
proach as an estimation technique. 

In the first Brookings report on the CDBG program, field 
associates used a method based primarily on the overall in- 
come of residents of census tracts where projects were lo- 
cated. During the second-year monitoring, we concluded that 
this approach did not sufficiently discriminate among the 
benefits of the various CDBG activities, and it also over- 
stated the importance of the dominant income group in each 
tract. To deal with these problems, we devised a new method 
for the third and fourth program years , which is shown as 
part of the field analysis form in appendix 2. Later, we 
asked the field associates to apply the same method to the 
first 2 program years. Their results allowed us to estimate 
longitudinally the patterns of benefit distribution over the 
4 program years. 

We must emphasize that the data are estimates of in- 
tended, not actual, allocations and benefits. The data are 
derived from grant applications approved by HUD and are not 
measures of expenditures. The application largely reflects 
how the local decisionmakers allocated funds. The adjust- 
ments to funding levels caused by HUD decisions after the 
initial approval, locally initiated changes, or program exe- 
cution problems (see chapter 7) are not included in the 
analysis. The final report will analyze reprograming for the 
6 years of the block grant program. 

For the social targeting analysis, the sample is 41 ju- 
risdictions (29 central cities and 12 satellite cities) . Be- 
cause the method is based partially on data organized by 
census tracts, we could not analyze the full sample of 61 
jurisdictions. New York City is not included because its 
application was prepared in a way that did not let us allo- 
cate substantial amounts of funds for 2 program years to 
individual census tracts. We excluded the nonmetropolitan 
jurisdictions because data in those areas are not collected 
on a census tract basis. We excluded the urban counties 


156 



because it was difficult to match the census tracts of the 
participating communities only and to collect detailed bene- 
fit data from individual municipalities receiving CDBG funds 
from the overlying entitlement county. 

Income Group Categories . For this analysis, we estab- 
lished four income groups following the HUD method of using 
as the benchmark the 1970 median family income of the Standard 
Metropolitan Statistical Area (SMSA) in which a jurisdiction 
is located. The four income groups are as follows: 

1. Low income : less than 50 percent of the SMSA median 
income . 

2. Moderate income : 51 to 80 percent of the SMSA median 

income . 

3. Middle income : 81 to 120 percent of the SMSA median 

income . 

4. High income ; 121 percent or more of the SMSA median 

income . 

In addition, two other categories are included for allocating 
benefits : 

5. Communitywide : activities that yield knowable di- 
rect benefits to the community as a whole but which 
are non- income specific; for example, widening a 
downtown arterial street. 

6. Nonallocable i when income groups that benefit from 
the completed activity are unknown and unknowable; 
for example , road paving in a new industrial park 
in which neither the kind of firms nor the kinds of 
employees to be hired are known. 

Because the income groups are relative to the SMSA in which 
they are located, there is no single set of dollar ranges 
for the different groups. In an SMSA with a median family 
income of $10,000, the median income for the low-income 
group is less than $5,000; in an SMSA with a median income 
of $12,000, it is less than $6,000. 

In the presentation of data, the low- and moderate- 
income groups are put into a single "low-moderate" category 
and the middle and high groups are consolidated into a 
"middle-high" category. Because of the methodological diffi- 
culties involved in benefits analysis, we chose to reduce the 
number of categories and thereby reinforce our earlier state- 
ment cautioning overinterpretation of the findings. 


157 



what Is a Benefit? In this analysis, we are interested 
in who will benefit directly when the project is completed. 

We do not measure secondary or tertiary benefits. For exam- 
ple, in allocating income group benefits of a housing reha- 
bilitation project, the associates considered the income 
group of the persons expected to occupy the housing units. 
Persons employed to do the repair work and the bank that 
made the rehabilitation loan also benefit from the project, 
but we did not measure these indirect benefits. The key 
terms are "direct" and "when completed." Although secondary 
and tertiary benefits are important in evaluating the total 
impact of the CDBG program, we believe that our analysis 
should concentrate on primary benefits. 

Estimating Benefits. The method of estimating benefits 
to an income group is based on (1) income characteristics 
derived from census data, (2) decision rules on how to allo- 
cate benefits for different activities, and (3) informed 
judgments by the field associates about the benefits from 
individual CDBG activities. It is a three-step process. 

1. Each field associate, working from the application 
initially approved by HUD, first disaggregates the community's 
program into individual activities and assigns each activity 
to one of nine program categories (for the categories, see 
chapter 5 and the report form, apf 'dix 2) . 

2. The associate then considers the analytical deci- 
sion rules, or assumptions, about uhe distribution of bene- 
fits from activities in each program category. The assump- 
tions below are based on the income characteristics of 
census tracts or the community as a whole : 

• Housing . Benefits are distributed among the four in- 
come groups on a proportional basis, based on the 
percentage of families in each group within each cen - 
sus tract . 

• Neighborhood conservation . Same as housing. 

• General development . Same as housing. 

• Urban renewal continuation . Benefits are distributed 
among the four income groups on a proportional basis, 
based on the percentage of families in the four in- 

. come groups within the jurisdiction . 

• Social services . Benefits flow only to low- and 
moderate-income families and individuals. 

• Social services facilities. Same as social services. 
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• other public services and facilities . Same as housing. 

• Economic development . Same as urban renewal continu- 
ation. 

• Planning and administration . Benefits are nonallo- 
cable . 

The decision rules assure that each field associate is 
judging his or her benefits decision against a uniform stand- 
ard. These rules are not based on prior empirical research 
nor are they hypotheses to be proved or disproved; they are 
educated guesses. 

In many communities, the application listed a single 
activity as going to more than one census tract. For example, 
an allocation might show that $500,000 was to be used for 
housing rehabilitation in five census tracts. In such cases, 
the amount allocated to an individual tract was prorated on 
the basis of the type of activity. The prorating system used 
was as follows : 


• Housing — . 

Number of housing units in tract project 

Number of housing units in project area dollars 

• Social services, social service facilities, public 
service facilities — 


Population of tract 

Population in project area 


project dollars 


• Neighborhood conservation, general development, eco- 
nomic development, urban . renewal continuation — 


Project dollars 

Number of tracts in project area 

3. For each activity, the field associate must state 
whether he or she agrees or disagrees with the assumption 
about the benefit distribution. If the associate disagrees, 
he or she assigns a different benefit allocation and states 
the reason for doing so. For example, in one community the 
continuation of an urban renewal project may involve a down- 
town commercial redevelopment project; the associate may 
agree with the assumption that on completion, the project 
benefits will be distributed among the four income groups in 
proportion to their numbers in the community. An urban re- 
newal project in another community, however, may be a neigh- 
borhood project focused on housing and infrastructure 
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improvements; in this case, the associate may disagree with 
the assumption and base the benefits analysis on the propor- 
tionate numbers in the census tracts of the renewal area 
rather than in the total jurisdiction. Another example is a 
housing rehabilitation project for which only low- and 
moderate-income persons can apply. In this case, all the 
benefits would be allocated to these groups rather than on a 
census tract proportionality basis. 

Another basis for modifying the assumption would be a 
major change in the income mix of a census tract or the com- 
munity since the 1970 census. If, for example, the percent- 
age of lower income families in an area has significantly 
increased since 1970, the field associate may alter the dis- 
tribution to reflect the change. The field associate may 
also change the benefits allocation in cases where program 
activity is located in a low-income area within a census 
tract that has a high proportion of higher income families, 
and where accepting the assumption would understate the lower 
income benefits; the opposite situation might also occur. 

The associate may also decide that the benefits of a 
particular project cannot be allocated among income groups 
and classify the benefits as " communitywide" or "nonallo- 
cable." Funds for planning and administration automatically 
fall into the "nonallocable" category. Certain kinds of 
projects may also result in nonallocable benefits. For exam- 
ple, an urban renewal completion project may involve demoli- 
tion and clearance in the hope that the cleared area will be 
used for housing or commercial development in the future. 

But if the final use is not known at the time of the field 
observation, the associate must classify the benefits as 
nonallocable. 

This approach to benefits analysis is particularly suited 
to a monitoring study. It takes advantage of the associate's 
knowledge of the community and the program he or she is moni- 
toring. It is based on uniform decision rules against which 
each associate makes an informed judgment. And most impor- 
tantly, it allows the associates to modify the benefits 
assumptions . 


Results 

For the 41 jurisdictions analyzed, the targeting of bene- 
fits to low- and moderate-income groups has increased each 
year for the first 4 program years. As shown in table 6-1, 
the intended benefits to the two lower income groups in- 
creased from an unweighted mean of 54 percent of allocable 
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Table 6-1. Percentage of CDBG Allocations Among Income 
Groups, by Type of Jurisdiction, Years 1 through 4 
(unweighted mean percentages) 


Type of 
jurisdiction 

N 


Income group 

) 

Low-moderate 

Middle-1: 

ligh Community- 
wide 

Central cities 






Year 1 

29 

57 


34 

9 

Year 2 

29 

57 


37 

6 

Year 3 

29 

62 


33 

5 

Year 4 

29 

62 


36 

2 


Satellite 

cities 




Year 1^ 

12 

46 

35 

11 

Year 2 

12 

51 

43 

6 

Year 3 

12 

54 

39 

7 

Year 4 

12 

63 

35 

2 


Total 

Year 1^ 

41 

54 

35 

9 

Year 2 

41 

56 

38 

6 

Year 3 

41 

60 

34 

6 

Year 4 

41 

62 

36 

2 


Source: Field research data. 

a. First-year data do not add to 100 percent. The 
field associate for Greece, N.Y., reported that the entire 
allocation for that year was nonallocable to any income 
group . 
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benefits in the first year to 62 percent in the fourth year.^ 
In dollar terms, low-moderate benefits increased from $174.5 
million to $259 million over the 4 years (table 6-2) , in- 
creasing the share of estimated lower income benefits from 
59 percent to 64 percent of the sample dollars that could be 
allocated to income groups in the 41 jurisdictions. The bene- 
fits to the two upper income groups (middle and high) have 
remained relatively constant, ranging between an unweighted 
mean of 34 percent and 38 percent over the 4 years. Overall, 
the increase to the lower income groups was primarily the 
result of a decline in allocations to activities that benefit 
the community as a whole. 

These findings are based on the allocations that associ- 
ates were able to distribute among the income groups or city- 
wide. While it might be assumed that the lower income groups 
shared in the citywide benefits, these benefits were not pro- 
rationed among income groups. Also, in each of the 4 years, 
the benefits of approximately one-fourth of the grant funds 
could not be allocated. When the income-group benefits are 
measured against the total grant (not just the allocable por- 
tion) , the level of lower income benefits was 41 percent in 
the first year and 48 percent in the fourth year. Using the 
fourth year as an example, deciding whether to highlight the 
6 2 percent of allocable dollars or the 48 percent of total 
dollars may be influenced by what the analyst is trying to 
prove about the social targeting effects of the program. We 
believe 62 percent is more appropriate for discussing the 
level of benefits; using the 48 percent figure understates 
low-moderate benefits because it assumes that none of the 
nonallocable benefits would go to lower income groups. It is 
more reasonable to assume that the nonallocable benefits 
would be distributed in the same proportion as the allocable 
benefits; that is, 62 percent of the nonallocable funds would 
also benefit lower income groups. This could vary substan- 
tially in either direction in individual communities , depend- 
ing on the specific activities for which the benefits could 
not be determined. However, about half of the nonallocable 
funds are for general planning and administration, and a rea- 
sonable rule of thiimb for distributing benefits from these 
activities is that lower income groups benefit in the same 
proportion as they benefit from allocable funds. 

We emphasize that our analysis of intended benefits is 
based on the allocable portion of funds ; the benefits to the 
lower income groups increased from an unweighted mean of 54 
percent to 62 percent over the first 4 program years. 


1. See previous chapter for an explanation of our use 
of unweighted means. 
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Table 6-2. Allocations to Low- and Moderate-Income Groups 
(weighted mean percentages) 


Type of 
jurisdiction 

Allocable 

amount 

Allocation to 
low-moderate 
(thousands of 
dollars) ^ 

Percent 

Central cities 




Year 1 

282,525 

166,690 

59 

Year 2 

293,507 

181,974 

62 

Year 3 

306,469 

196,140 

64 

Year 4 

383,908 

245,701 

64 


Satellite cities 




Year 1 

13,286 

7,042 

53 

Year 2 

15,823 

7,753 

40 

Year 3 

19,325 

10,435 

54 

Year 4 

20,780 

12,676 

61 


Total 


Year 

1 

295,811 

174,528 

59 

Year 

2 

309,330 

191,784 

62 

Year 

3 

325,794 

208,508 

64 

Year 

4 

404,688 

259,000 

64 


Source: Field research data. 

a. Annual allocations of central and satellite cities 
do not add to the total because of rounding. 
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Central and Satellite Cities. The general trend toward 
greater social targeting is largely accounted for by the in- 
creasing levels of low-moderate benefits in the satellite 
cities. 


As shown in table 6-1, the level of social targeting in 
the satellite cities increased from an unweighted mean of 46 
percent in the first year to 63 percent in the fourth year, 
a net increase of 17 percentage points. The single largest 
increase in these jurisdictions was in the fourth program 
year, which showed an increase of 9 percentage points over 
the third year. As a result, in the fourth program year the 
level of social targeting among the sample satellite cities 
was 1 percentage point higher than that of the central cities. 
A similar pattern was found in the dollar allocations of the 
satellite cities. The amount of allocations increased from 

million over the 4 years, and the share 
of dollars (weighted mean) increased from a low of 49 percent 

percent in the fourth year, with the 
greatest increase (7 percentage points) coming between the 
third and fourth years (table 6-2) . 

cities, the level of lower income 
increased during the first 4 years of the pro- 
gram, but at a slower rate than that of the satellite cities 
The increase was from an unweighted mean of 57 percent in 
the first year to 62 percent in the fourth year, a net Jhanae 

thS million in the first year to $245.7 million in 

ceSt M pe?cen?? weighted mean from 59 per- 


"^he increases in allocable be'n^a-Fi -i-c! +-r^ -i-k t 

come groups have been accompanied by decline 
of sample jurisdictions that allocaLd l2Ss than hj?? 

their program benefits to these groups (?JblS S 3 ? Tn .a 

first year, 15 of th<= di ^ o j) . in the 

moderate benefits of less than 
yoar, this increased to fe? S 
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'j’a.blG 6 — 3. PercsntagG of Low“Modeirat© Income Benefits in 41 Central and Satellite 
Cities, by Number of Jurisdictions 
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one was below the 50-percent level. Among the 29 central 
cities in the social targeting sample, 8 were below the 50- 
percent level in the first year; this ntimber declined to 3 
in the fourth year. 

Here we must emphasize that although the absolute per- 
centage numbers are useful, the more significant meaning of 
the data is the trend, both overall and between the two 
types of jurisdictions. Some observers may see the overall 
change in the unweighted mean over 4 years as an incremental 
change unrelated to specific policy emphasis. And, to some 
extent, the large percentage point increase in the satellite 
cities between the first and fourth years may be because 
there are only 12 such jurisdictions in the sample. However, 
the reversal of a slight upward trend of the first 2 years 
and the sharp decline in the number of both central and satel- 
lite cities below the 50-percent level in the third and fourth 
years indicates that there has been an important, broad shift 
upward in benefit levels in these cities. We believe this is 
important evidence of the impact of the social targeting 
policy that was actively implemented in the third and fourth 
years. 

Urban Conditions. As stated above, the data show that 
the overall increase in social targeting was caused primarily 
by increased benefit levels in the satellite cities. When we 
use the urban conditions index as a measure of distress (see 
chapter 3 for a discussion of this index) , we see that among 
the satellite cities, the most significant increases in lower 
income benefits have been in the better-off suburban cities. 

As table 6-4 shows, the eight satellite cities below the 
index mean (and thus better off) raised their level of lower 
income benefits from an unweighted mean of 40 percent in the 
first year to 63 percent in the fourth year, an increase of 
23 percentage points. The largest increases were between the 
first and second years and the third and fourth years. Ex- 
cept for the second program year, the distressed satellite 
cities had a higher social targeting level each program year, 
with an overall increase of 7 percentage points between the 
first and fourth years. As a result of this pattern of change 
among the distressed and better-off satellite cities , in the 
fourth program year there was a difference of only one percent- 
age point between the two groups. A note of caution: Because 
of the small number of satellite cities in each category, a 
large change in only one jurisdiction can greatly influence 
the unweighted mean of the group. 


For central cities, the urban conditions data show that 
as gro^aps, neither the better-off nor the distressed cities 
significantly changed their benefit patterns. Both groups of 
central cities have had social targeting levels above an 
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unweighted mean of 50 percent during the 4 program years and 
show only relatively small increases between the first and 
fourth years. For distressed central cities, the increase 
was from 57 percent to 63 percent; for other jurisdictions, 
the increase was from 57 percent to 61 percent. 

Whether one distinguishes by the type of jurisdiction 
(cental or satellite city), the level of distress, or both, 
the data show that the sample jurisdictions are becoming more 
and more alike in their degree of social targeting.^ This 
convergence is evident in the coefficient of variation, which 
decreased from .38 in the first year to .17 in the fourth 
year, showing that the sample jurisdictions are tending to 
cluster more closely around the mean, which in the fourth 
year was above 60 percent. 


Analysis of Social Targeting 

The increase in social targeting appears to be the re- 
sult of hud's emphasis on this goal. The field reports and 
data show that in a few communities the increase of lower in 
come benefits started as early as the second program year. 
However, HDD's broader impact appears to have come during the 
third and fourth years of the program as the Harris-Embry 
emphasis on social targeting, discussed in chapter 2, began to 
have some effect and as the number of communities with lower 
income benefits below the 50-percent level decreased sub- 
stantially . 


Table 6-4. Percentage of CDBG Allocations to Lower Income 
Groups, by Level of Community Distress, Years 1 through 4 
(unweighted mean percentages) 


Urban conditions Total 

index level jurisdictions 


Proaram Year 

I 2 3 4 


Central cities 
Below mean 
Above mean 

Satellite cities 
Below mean 
Above mean 

Total 

Below mean 
Above mean 


10 

19 


8 

4 


18 

23 


57 

56 

57 

58 

40 

53 

57 

48 

49 

55 

57 

56 


62 

61 

62 

63 

51 

63 

60 

64 

57 

62 

62 

63 


Source z Field research data. 

Note: Cities above the mean are relatively 

below the mean are relatively well off. 


distressed; 


those 
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Although the decisionmaking processes, both intergovern- 
mental and local, are too complex to link HUD directly with 
program decisions, the intergovernmental analysis in chapter 
3 suggests strongly that both HUD area officials and local 
decisionmakers became more aware of the social targeting 
issue in a way that increased lower income benefits. Our 
analysis noted that HUD's role in the local decisionmaking 
process has been steadily growing. One aspect of this ex- 
panding role was HUD's growing involvement with the recipient 
jurisdictions on social targeting issues during the third and 
fourth years. 

The social targeting issues involved more sample juris- 
dictions than any other issue; this was in contrast to the 
first 2 program years, when compliance issues such as equal 
opportunity dominated the intergovernmental scene . The 
social targeting issue affected all communities, but it oc- 
curred more often in the suburban jurisdictions than in the 
central cities. _ Also, as discussed in chapter 3, of the 

strategy issues, social targeting was the one in which 
HUD s view prevailed most frequently, particularly in the 
suburbs. The data indicate that the higher incidence of the 
social targeting issue and the greater HUD success rate in 
the satellite cities account for the increase in social tar- 
geting in this type of jurisdiction between the third and 
fourth years. 


In the central cities, the social targeting issue was 
raised less frequently and HUD's influence was not as strona 
as It was in the satellite cities. This may havS blJn bJ- ^ 

fitftrwi been allocating a large share of bene- 

fore HuJ Sboups since the program's start; there- 

tore, HUD did not press social targeting as much in central 
cities generally, although there were exceptions. 

the rate^orchanS^S? may also explain the difference in 
ThJ between the two types of jurisdictions, 

larger central cities, particularly the distressed on<=>c: 

satellite cities uLally hJvS mo?e cSm^' 
SnJh programs; that is, they include several aspects 
as housing, neighborhood conservation social se^rv-ir-Xc! 

SS"?Slectrthe'”J"'^' renewal continuation. This' 

?resrea problems generally founa in dis- 

allooations are the Broducl''o?“®“^^^ Program 

isfy the demands of rariSSJ pLticiMnre"''’h 

and nonaoverT.Tnfhr.+-ai . Participants , both governmental 

to oSn?lnre reflect commitments 

oal gra^?r PP° 9 rams started under the oategori- 

try t^^SheS pjSji; participants 

achieve and are likelv "'ay take longer to 

aiiu are iiJceiy to be incremental. 
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The opposite conditions tend to prevail in the smaller, 
better-off jurisdictions. In those communities, there were 
fewer problems and the programs were less complex; funds were 
usually concentrated in a few program categories, initially 
general development or housing and neighborhood conservation 
activities. In some cases, direct HUD pressure led to a 
quick and early shift from general development to housing and 
neighborhood conservation activities in lower income areas 
and a consequent rise in low- and moderate-income benefits. 

In other cases, local decisionmakers may have been aware of 
the direction in which HUD was moving the program and altered 
program content without direct HUD intervention. 


Program and Benefits. Regardless of the type of juris- 
diction or the level of distress, a relationship appears to 
exist between the program categories funded and the income 
group benefits (table 6-5) . Social services, social service 
facilities, and housing programs (rehabilitation, counseling, 
and deconcentration projects) generally yield low-moderate 
benefits above an unweighted mean of 50 percent, with social 
services and facilities falling in the 80 percent to 90 per- 
cent benefit range. General development, urban renewal con- 
tinuation, and economic development activities generally have 
low— moderate benefit levels of less than 50 percent. Overal , 
the low-moderate benefits from neighborhood conservation 
activities are just above the 50-percent level, although these 
activities usually produce low-moderate benefits above the 
50-percent level in central cities but below that level in 
satellite cities. In the public services and facilities cate- 
gory, the low-moderate benefits across the sample were below 
the 50-percent level in the first 3 years but were above 50 
percent by the fourth year. Thus, although specific activi- 
ties in a community may affect benefit levels, generally the 
mix of program categories and the proportion of funds allo- 
cated influence the estimated benefit outcome. 


The benefit level of some program categories is partly 
explained by the kind of benefit that results from a particu 
lar activity. Social service and housing activities ^ 

yield personal benefits that can be more easily directed to 
individuals and families in the target income . 

example, setting the income of 

tion loans and grants at a certain level 
the assistance to lower income persons. 

vation and general public generally yield s|_ 

area or locational benefits. All residents, regard 
IHS^me level, lOTng in the neighborhood ^Jot 

from the improvements, such as a park nature^of ^ loca- 

serving a mixed-income area of a . oartially ex- 

tional benefits and how they are f?om nSighbor- 

plain why central cities have greater do 

hood conservation and general improvement activities tha 
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Table 6-5. Percentages of Income Group Benefits, by Program 
Category, Years 1 through 4 
(unweighted mean percentages) 



Central cities 

Satellite cities 


Total 


Program 

category 

Low- Middle- City- 

moderate high wide 

Low- Middle - 

moderate high 

City- 

wide 

Low- Middle- 

moderate high 

City- 

wide 


Housing 


Year 1 

61 

33 

6 

56 

44 

0 

59 

36 

5 

Year 2 

64 

35 

1 

58 

34 

8 

62 

35 

3 

Year 3 

68 

31 

1 

60 

34 

6 

66 

32 

2 

Year 4 

68 

32 

0 

69 

28 

3 

68 

30 

1 

Neighborhood 

conservation 










Year 1 

56 

42 

2 

41 

54 

5 

53 

45 

2 

Year 2 

55 

44 

1 

41 

59 

0 

51 

48 

1 

Year 3 

57 

41 

2 

44 

52 

4 

53 

44 

3 

Year 4 

57 

42 

1 

48 

52 

0 

54 

45 

1 


General 

development 


Year 1 

38 

33 

29 

23 

43 

34 

35 

36 

29 

Year 2 

43 

36 

21 

37 

62 

0 

42 

42 

16 

Year 3 

49 

33 

18 

30 

50 

20 

43 

36 

19 

Year 4 

40 

32 

28 

41 

46 

13 

40 

35 

25 

Urban renewal 










continuation 










Year 1 

48 

49 

3 

64 

36 

0 

50 

47 

3 

Year 2 

43 

49 

7 

55 

45 

0 

45 

48 

6 

Year 3 

45 

43 

12 

45 

55 

0 

45 

45 

10 

Year 4 

47 

43 

10 

45 

55 

0 

47 

44 

9 


Economic 

development 


Year 1 

42 

51 

7 

45 

55 

0 

42 

51 

4 

Year 2 

37 

52 

11 

34 

66 

0 

37 

53 

7 

Year 3 

48 

48 

4 

30 

51 

19 

42 

49 

10 

Year 4 

46 

47 

7 

61 

39 

0 

49 

45 

9 

Social services 

Year 1 89 

1 

10 

60 

7 

33 

84 

2 

14 

Year 2 

92 

3 

5 

88 

2 

10 

91 

3 

6 

Year 3 

97 

3 

0 

97 

2 

1 

97 

2 

1 

Year 4 

97 

2 

1 

98 

2 

0 

97 

2 

1 

Social service 
facilities 

Year 1 

94 

4 

2 

70 

10 

20 

89 

5 

6 

Year 2 

88 

3 

9 

90 

10 

0 

89 

5 

6 

Year 3 

82 

9 

9 

85 

12 

3 

83 

10 

7 

Year 4 

96 

4 

0 

94 

6 

0 

95. 

4 

1 

Public 

services/ 

facilities 

Year 1 

48 

42 

10 

38 

28 

34 

46 

38 

16 

Year 2 

49 

42 

9 

15 

21 

64 

41 

37 

22 

Year ' 3 

48 

43 

9 

55 

12 

33 

50 

37 

13 

Year 4 

56 

43 

1 

61 

39 

0 

57 

42 

1 


Source: Field research data. 
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satellite cities. With some exceptions, central cities 
usually have higher concentrations of lower income residents 
than do satellite cities. Therefore, the proportionality 
rules of the estimating method will tend to give more loca- 
tional benefits to lower income groups in central cities 
than in satellite cities. Depending on the kind of activity, 
economic development and urban renewal continuation activi- 
ties might yield either personal or locational benefits. 

It might be argued that the distribution of benefits 
among the types of programs in the different jurisdictions 
is thus determined by the decision rules relative to the 
fixed income mix, and a different set of decision rules 
would alter the outcome. However, this is where the monitor- 
ing approach and the informed judgments of the field asso- 
ciates become important. If the decision rules presented 
earlier were applied without an opportunity for modification, 
in any one year the proportionality rules of the estimating 
method would favor the central cities because these cities 
have higher concentrations of lower income groups. It would 
also mean that between years, the benefit level for any ju- 
risdiction would change only if the program mix or location 
of activities changed, because the underlying census charac- 
teristics are unaltered between years. However, the ability 
and willingness of the field associates to disagree with the 
decision rules prevents this "fixed" outcome. In the first 
year, there were 1,106 separate CDBG activities in the 41 
sample cities of the targeting analysis; of these, the field 
associates rejected the decision rules in 259 instances, or 
nearly 25 percent of the time. In the fourth year, there 
were 1,602 activities in the applications, and the associates 
rejected 469, nearly 30 percent. In dollar terms, over the 
4 years they rejected activities involving about 20 percent 
of the money each year. In the first year, the most disagree- 
ments were with general development (28 percent of 259 excep- 
tions) , housing (21 percent) , and social services (15 percent) . 
In the fourth year, associates modified decisions on social 
services (26 percent of 469 objections) , housing (23 percent) , 
and neighborhood conservation (12 percent) . Given the will- 
ingness of associates to differ from the decision rules, we 
believe the monitoring approach is yielding a reasonable 
estimation of benefit patterns and trends. 

Sample cities appear to be favoring programs that in- 
crease low-moderate benefits. Fewer jurisdictions are 
allocating funds to the two program categories that yield the 
lowest level of lower income benefits — general development 
and urban renewal continuation. Jurisdictions that still 
spend money for these purposes are cutting their allocations, 
as shown in table 6-6. Urban renewal continuation shows a 
similar pattern—the share of allocations has declined, as 
has the number of communities making such allocations. 
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fits development also yields a lower level of bene- 

lowed the t^^n^ groups, but it has not fol- 

char-o /-^■p described above, in this category, the 

iSSJLSfd jurisdictions with such programs has 

Q J V^"®^ghted mean of 6 percent in the first 

ocSSr^Sd^in fourth year; a high of 10 percent 

fit third program year. The number of sample 

cities allocating funds to economic development activities 
increased from 16 to 21 over the 4 years. 


Activities that yield higher benefit levels to low- and 
moderate-income groups have either increased or remained 
relatively constant. 


Overall, the best way to increase the level of social 
targeting is to encourage increased funding for program cate- 
gories that yield more benefits to lower income groups. As 
urban renewal programs are completed, more communities may 
be able to divert funds to activities with greater social 
targeting impact; however, less money is being allocated to 
old urban renewal projects, so the share of funds being freed 
up for allocation to other activities is diminishing. Also, 
the increase in economic development projects could offset 
some of the program shifts favoring more lower income bene- 
fits , depending on the type of such projects. 

In sum, further substantial increases in benefits to low 
and moderate— income groups may be possible but would probably 
require a major change in the mix of activities by communi- 
ties . To the extent that the program mix becomes institution 
alized by communities, with only marginal changes made each 
year, benefit changes may also be marginal. We will analyze 
programmatic institutionalization at the local level in our 
final report. 


Allocations to Areas with Large Minority Populations 

A second dimension of social targeting is the allocation 
of CDBG funds to areas with large proportions of black and 
Hispanic residents. Because most of these areas have high 
percentages of low- and moderate-income residents , benefits 
to minorities substantially overlap benefits to lower income 
groups; the reverse is not necessarily true, however. Our 
analysis provides data on trends in CDBG allocations to 
minority areas over the 4 program years. As stressed in the 
previous section, the data are intended allocations taken 
from approved applications and do not represent actual expen- 
ditures. We made our analysis on the following basis; 

1. A minority area is a census tract or tracts in which 
30 percent or more of the residents were black or of Hispanic 
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origin in the 1970 census. These allocations are to areas, 
not necessarily to the residents of areas. Because we ana- 
lyzed only areas with high proportions of minority residents, 
however, it is likely that a significant portion of the bene- 
fits go to the minority population. 

2. Because the number of minority areas has increased 
in some sample cities since 1970, the allocations analysis 
probably understates both the number of minority tracts hav- 
ing CDBG activities and the dollar allocations to such areas. 

3. A black resident is defined as any individual who, 
in the 1970 census, said he or she was of the Negro race. 

An Hispanic includes individuals who said they were part of 
any or all of the following social groups: Spanish-speaking, 
of Spanish mother tongue, of Spanish surname, or of Puerto 
Rican birth or parentage. The black and Hispanic groups, as 
defined in the 1970 census, are not mutually exclusive; for 
example, a black individual of Puerto Rican birth would be 
counted under both minority groups. The 1970 census made 

no provision for the breakdown of the Hispanic group by 
race. This analysis provides separate figures for alloca- 
tions to heavily black and Hispanic areas, but the separate 
population counts could not be added to obtain a "total" 
minority figure . 

4. Our discussion of allocations to minority areas is 
based on the 41 central and satellite cities . 


Minority Distributions in the Sample Cities 

For the 41 sample jurisdictions, the unweighted mean per- 
centage of the black population in 1970 was 17.6 percent; for 
Hispanics it was 8.3 percent. For the central cities, the un- 
weighted means for blacks and Hispanics were 19.8 percent and 
6.8 percent, respectively. The percentages for blacks and 
Hispanics in satellite cities were 10 percent and 9.2 per- 
cent, respectively. 

Of the sample cities, 30 had at least one area with a 
high percentage of minority population. Of these, 27 had one 
or more heavily black tracts; 12 had one or more heavily 
Hispanic tracts (see table 6-7) . Nor surprisingly, areas 
with high proportions of minority residents were found more 
frequently in central cities than in satellite cities; nearly 
90 percent of the sample central cities had at least one such 
area, compared with half the satellite cities. There are 
4,240 census tracts in the 30 jurisdictions. Of these, 1,140 
(27 percent) are heavily black, and 339 (8 percent) are heavi- 
ly Hispanic . 
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Table 6-7. Number of Sample Jurisdictions Containing Census 
Tracts with Large Proportions of Minorities 


Type of 
jurisdiction 

Black 

Hispanic 

Central cities 

22 

11 

Satellite cities 

5 

1 

Total 

27 

12 


Source: Calculated from 1970 census tapes. 


Allocations 


N\mber of Tracts. In the 30 jurisdictions with minority 
areas , the total number of tracts receiving at least one CDBG 
activity increased from 1,758 in the first year to 2,210 in 
the fourth year, or an increase from 41 percent to 52 percent 

For both black and Hispanic tracts, there were also in- 
creases in the percentage of tracts receiving CDBG funds 
(table 6-8) . In the first year, 667 of the 1,758 tracts 
(38 percent) receiving allocations were heavily black. In 
the fourth year, the number of heavily black tracts receiving 
funds increased to 886 (40 percent) . 

The data for allocations to Hispanic tracts show similar 
trends. In the first year, 144 of the tracts (8 percent) re- 
ceiving funds were heavily Hispanic; in the fourth year, the 
niomber of such tracts receiving projects increased to 233 
(11 percent) . 

Overall, over the 4 years the minority tracts did better 
than the nonminority tracts. Of the 4,240 total tracts in 
the 30 cities, 1,479 were minority and 2,761 tracts were not. 
In the first year, 34 percent of the tracts that were not 
heavily minority were allocated activities, compared with 5 8 
percent of the heavily black tracts and 42 percent of the 
heavily Hispanic tracts. In the fourth year, 40 percent of 
the tracts that were not heavily minority received activities 
compared with 77 percent of the black tracts and 69 percent 
of the Hispanic tracts. Although the number of tracts allo- 
cated activities increased by 26 percent between the first 
and fourth years, the nximber of black tracts receiving proj- 
ects increased by 32 percent and the ntunber of Hispanic 
tracts, by 62 percent. 
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Table 6-8. Niimber and Percentage of Census Tracts Receiving CDBG Allocations 
in 30 Cities, Ye ears 1 through 4 
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Dollars . In analyzing the amount of dollars going to 
minority census tracts, we counted only allocable dollars. 
These are funds for activities for which the local applica- 
tion included a specific census tract location; funds for 
communitywide activities are not included, although in many 
instances some portion of these funds were spent in the 
minority tracts. If an activity involved more than one cen- 
sus tract, then we used the prorating system described ear- 
lier in this chapter. 

For jurisdictions with minority tracts, the total dol- 
lars allocated to black tracts was $124.1 million in the 
first year (table 6-9) , an unweighted mean of 44 percent. 

In the fourth year, the allocable dollars increased to 
$173.8 million, and the share declined slightly to an un- 
weighted mean of 43 percent. In the first year, $32.8 mil- 
lion was allocated to heavily Hispanic tracts, an unweighted 
mean of 12 percent; in the fourth year, the dollars allo- 
cated increased to $49.7 million and the unweighted mean re- 
mained constant at 12 percent. 

The central cities decreased allocations to minority 
tracts between the first and fourth years. The unweighted 
mean for the 24 central cities declined from 48 percent to 
43 percent between the first and fourth years in the black 
tracts and from 17 percent to 16 percent in the Hispanic 
areas. This effect may have resulted from the decline of 
the model cities program and urban renewal spending as funds 
were shifted to wider geographic areas. Although the data 
are derived from only six satellite cities with heavily 
minority tracts, the unweighted mean of these jurisdictions 
showed an increase in the heavily black tracts from 37 per- 
cent to, 49 percent; in the Hispanic tracts, the increase was 
from 2 percent to 8 percent. This pattern is similar to the 
one noted in our analysis on targeting to income groups, in 
which the satellite cities accounted for much of the in- 
crease over the 4-year period. 


Patterns of Minority Benefits 

In examining the trends of benefits to minority areas, 
we found that the increase in the number of minority census 
tracts receiving allocations occurred mostly in the second 
and third program years; there was little change in the 
fourth year. The large, early increases probably reflect 
the expansion of the block grant beyond the urban renewal 
and model cities areas into other parts of the community. To 
the extent that there were heavily minority areas that had 
not been included in the earlier categorical programs but had 
similar physical development and social service needs, this 
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geographic expansion would appear to be a positive trend; in 
this sense, geographic spreading may mean better social tar- 
geting. By the fourth year, this expansion had slowed and 
the nximber of minority tracts receiving funds had stabilized. 
At the time of this stabilization, 7 percent of the black 
and 69 percent of the Hispanic census tracts in the 30 cities 
with such tracts were allocated at least one CDBG activity. 

In our final report, covering the fifth and sixth years, 
we will further analyze this trend to see if the geographic 
coverage of the minority tracts has renewed its increase, 
remained stable, or started to decline. A downward trend 
could occur as urban renewal projects in minority areas are 
completed and the freed-up funds are directed into other 
minority tracts already having CDBG activities or into areas 
with smaller proportions of minority residents. 

In dollar terms, allocations to black areas showed an 
accelerating percentage growth over the 4 years, increasing 
by increments of 9.6 percent, 10.7 percent, and 16.2 percent. 
The Hispanic tracts showed a similar trend until the fourth 
year, when allocations dropped by about 11 percent ($6 mil- 
lion). A large part of this decline, almost $4 million, 
occurred in Phoenix, where a large drop in allocations for 
urban renewal continuation may have resulted in the lower 
dollar amount going to the Hispanic tracts. In the third 
year, Phoenix allocated 59 percent of its grant for urban 
renewal continuation; in the fourth year, it allocated only 
12 percent. 


Because of the overlap between income group targeting 
and allocations to minority tracts, the trends are similar 
and appear to be affected by the same HUD policy influences 
and the mix of program activities chosen by the communities. 

Table 6-9. Allocations to Minority Census Tracts, Years 1 
through 4 / ao-o j. 


Thousands of dollars 


Census tract 

Year 1 

Year 2 

Year 3 

Year 4 

Black 

124,100 

136,117 

149,575 

173,800 

Hispanic 

32,805 

42,042 

55,742 

49,659 

Total 

156,905 

178,159 

205,317 

223,459 


Source; Field research data. 

minority group 

makes up at least 30 percent of the population. ^ 
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Conclusion 


Benefits to lower income groups have increased. It is 
not clear, however, whether this trend will continue or 
whether the level of social targeting has reached a plateau, 
with most jurisdictions devoting an average level of 60 per- 
cent to 65 percent of their benefits to lower income groups. 
The sample jurisdictions in general may find it difficult to 
substantially increase this level, although this may not be 
the case with individual communities. Sample jurisdictions 
with the lowest benefit levels in the earlier years have now 
reached or are approaching the sample average. Two factors 
are likely to determine the future level of lower income 
benefits . 

The first is program choices made by communities . Cer- 
tain types of activities usually result in a higher level of 
benefits to low- and moderate-income groups. However, it is 
not yet clear what the "final" program mix will be among the 
sample communities. Chapter 5 showed the patterns that have 
emerged over the first 4 years, but because of the large 
variations among program years in individual communities we 
cannot yet predict what the final mix will be. The influ- 
ence of hud's targeting policies and the large annual incre- 
ments that some communities have experienced (because of the 
phasing-in period in the first 3 years and the dual formula 
impact in the fourth year) influenced program choices and 
strategies in some communities. As noted earlier, our final 
report will focus on the program mix of the fifth and sixth 
years to see if the local programs have become institution- 
alized and incremental, or if large variations in program 
choices are still common. This analysis may let us estimate 
future benefit patterns and trends. 

The second major variable is Federal "policy preference." 
Our analysis showed that the Harris -Eit±>ry emphasis on social 
targeting has been an important variable in the broad, upward 
shift of lower income benefits. As discussed in chapter 2, 
however, the Harris-Embry approach to implementation, using 
fixed percentages, was not well received by some important 
members of the House of Representatives and the final regu- 
lations were softened. Change among top officials within 
HUD itself could bring about a policy 'preference less ori- 
ented toward the social targeting goal; conversely, the 
policy preference could be for even more targeting. To the 
extent that particular activities become part of the basic 
program structure, however, the same incrementalism that may 
limit large increases may also limit large decreases, regard- 
less of the direction of Federal policy preference and regu- 
lations . 
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CHAPTER 7 


PROGRAM EXECUTION^ 


How rapidly have local jurisdictions carried out their 
CDBG plans? This chapter focuses on the progress or lack of 
progress in carrying out CDBG activities during the first 4 
program years and how to measure that progress. 

Brookings became involved in program execution and per- 
formance in December 1978 when asked by HUD to analyze these 
areas to supplement the Department's program evaluation re- 
search. The short-term aim of this review was to provide 
material for HUD's fourth annual report on the CDBG program 
and to assess indicators of progress for possible use in 
hud's grantee performance reports and other review documents. 
The long-term purpose is to consider program execution and 
performance issues in a way that will help researchers un- 
dertake longitudinal monitoring and evaluation research stud- 
ies on these issues. 

HUD officials, 12 field associates, and other research- 
ers met at a 2-day conference in early 1979 to discuss these 
issues.^ We selected 24 jurisdictions for the program execu- 
tion study from the 61 communities included in the Brookings 
CDBG monitoring study (see list in appendix 5) . Because this 
analysis was exploratory and because of the time constraints 
involved, the sample was limited to a smaller cross-section 
of the full sample. Of the 24 jurisdictions, 15 were cen- 
tral cities, 5 were satellite cities, and 4 were urban 
counties . 


1. The major part of this chapter is taken from a 
Brookings report, "Program Execution Under the Community 
Development Block Grant: An Exploratory Analysis," by 
Michael J. Rich (to be published by the Department of Hous 


ing and Urban development) , 

2. See "The Brookings 
Execution and Performance," 
lished by the Department of 
March 22, 1979. 


April 27, 1979. 

Institution Workshop on CDBG 
edited transcript (to be pub- 
Housing and Urban Development) , 
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In preparation for the conference, the staff of the Moni- 
toring Studies Group developed a discussion paper (appendix 6) 
that focused the conference discussion on three subjects: (1) 
CDBG program execution, (2) CDBG program performance, and (3) 
CDBG program effectiveness. As used in the discussion paper, 
"program execution" means the way in which the jurisdictions 
carried out their CDBG programs; it does not relate to the 
impact or quality of a program. "Program performance" refers 
to the outputs of the CDBG program in relation to program ob- 
jectives and local community development needs. "Program ef- 
fectiveness" refers to the extent to which the desired out- 
comes have been achieved in terms of the costs and benefits 
of the program outputs. 

Although conference participants discussed all three 
types of analysis, the summary report and this chapter are 
limited to program execution. The analysis is based primar- 
ily on a special report form (appendix 7) completed by the 
associates who attended the conference. 

The chapter has two sections: (1) a discussion of the 
problems encountered in implementing CDBG, and (2) a discus- 
sion of the use of local rates of expenditure of CDBG funds 
as a measure of program progress. 


Types of Problems 


We classified problems cited by the associates into 
three categories local administrative problems, problems 
of intergovernmental coordination, and unanticipated costs. 
Because of time constraints, we were not able to design the 
^ would result in uniform responses 

^ ^ range of possible execution 

SSuSSA following analysis presents the 

execution problems as examples of problems, not as a count 
of frequency of occurrence across the sample. 


Local Administrative Prohl 


were thrmoit^fr-Snof!®^ administrative problems 

Two types of admin reasons for delay in program execution, 

lems wi Jh ™ f with HUD categorical programs, and prob- 
h program design, and (2) inability of the CDBG 
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administering agency to obtain cooperation from line depart- 
ments, other local agencies, and the private sector. 

Lack of Experience/Program Design Problems . Jurisdic- 
tions with limited HUD experience or communities that under- 
took different types of community development activities with 
their block grant funds frequently encountered delays because 
they lacked the expertise and administrative capacity to carry 
out new activities. For example, in New York City, which had 
extensive categorical grant experience, the Department of 
Housing Preservation and Development (HPD) was given responsi- 
bility for the city's CDBG housing programs. However, the de- 
partment was traditionally an agency for new-housing construc- 
tion and has responded slowly to its housing rehabilitation 
assignment. The associate reported that "HPD has neither a 
group of people with experience in underwriting rehabilitation 
loans nor a group of people with experience in . rehab produc- 
tion. " 


Lack of experience was especially evident in Phoenix. It 
had limited categorical experience and faced difficult prob- 
lems in carrying out new community development activities with 
its CDBG funds . 


Capsule 7-1. Phoenix 


Phoenix's previous experience with housing and neighbor- 
hood conservation activities prior to CDBG was limited to one 
project funded under the Neighborhood Development Program 
(NDP) . Largely because of the city's lack of experience and 
the rapid influx of funds (the city increased from a $1.3 mil- 
lion hold-harmless base to a total of more than $18 million in 
CDBG entitlements for the first 3 years of the program as the 
city was phased up to its full formula amount) , the city ended 
its third program year with $3.4 million of unspent funds. 

The associate reported that the unspent amount would have been 
even larger had the city not reprogramed much of its first and 
second year money. 

Because of the city's experience with the NDP project 
(staff members familiar with these activities were already in 
place) , much of the money from new CDBG projects that was not 
being spent was reprogramed to complete the NDP project. For 
example, almost $1 million was transferred to the NDP during 
the first and second years. In addition, almost $1 million 
of the $3.4 million surplus has been allocated to the NDP. 

As a result, more than $12 million of the city's $18 million 
in CDBG entitlements during the first 3 years has been used 
for acquisition, relocation, and demolition and clearance ac- 
tivities to complete the NDP project. 
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As the NDP project nears completion (most of the land 
has been acquired, families and businesses relocated, build- 
ings demolished) , earlier execution problems that were masked 
by reprograming have reemerged. Most of the city's new hous- 
ing and neighborhood conservation projects have not gotten 
off the ground. For example, the city's neighborhood housing 
services program has been hindered by the lack of experienced 
staff to sell the program's objective to residents. Other 
delayed programs include the city's housing rehabilitation 
program, housing counseling services, neighborhood improve- 
ments , and acquisition and development for a variety of com- 
munity service centers. 

The associate reported that one city official attributes 
these execution problems to the city's inability to follow up 
planning with good management (e.g. , scheduling, monitoring, 
evaluation) for several projects simultaneously. The associ- 
ate noted, "Aside from the Booker T. Washington NDP project, 
which has moved forward at a relatively strong pace, the city 
has had little experience and success in neighborhood conser- 
vation activity." 


^ Execution problems caused by a lack of prior program ex- 
perience were especially evident in the area of housing oppor* 
tunities. Associates in Hennepin County, Minn.; Orange 
Coi^ty, Calif.; and St. Louis cited lack of experience as the 
ma^ or reason for delays in carrying out housing opportunities 
activities. The associate for Hennepin County reported that 
activities were delayed because the activity was new to par- 
ticipating mxinicipalities . In Orange County, the lack of 

experienced in land acquisition and redevelop- 
TanS delayed execution of the county's efforts to write down 

t^build 

lack of Avnl"? units in their developments. The 

experience in local government housing assistance in 
St. LOUIS led the city to rely on the county housing author- 
ity to execute many of the city's housing programs The aL 
sociate reported that although the county was cooperative 

raolSS bSSIin^pJogiams 

to do so. ^ ^ ^ possessed the administrative capacity 


proarL nltl study of program execution, we set up four 
egorles in chapter 5 were aataSlish!a°So’'^ 

lSi™atioL®'"IeJ ^SSalx 7'"fo?aIfinit“®^ 

ofiuitions of each category. 
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Jurisdictions that used CDBG funds for programs similar 
to those begun under the categorical programs executed their 
programs relatively smoothly. For example, progress in the 
execution of neighborhood conservation and general public im- 
provements and services in Jacksonville, Fla., was attributed 
to the city's prior experience (urban renewal/NDP , water and 
sewer, open space programs) and its existing pre-CDBG Neigh- 
borhood Improvement Mechanism, which focuses on physical im- 
provements and service delivery. The city's ability to ac- 
curately project the necessary lead time for planning, its 
effective monitoring and evaluation process , and its geo- 
graphic coordination of neighborhood conservation activities 
helped the city carry out these types of activities. 

Experience with a major urban renewal project in Sioux 
Falls, S.D.', resulted in steady progress in the execution of 
the city's downtown renewal program, a major economic devel- 
opment activity in the city's CDBG program. The downtown 
renewal program is a program begun under urban renewal and 
represents the fulfillment of a long-term commitment of staff 
and resources. 

# 

Lack of experience in capital improvements projects also 
led to delays. These projects generally go through several 
stages, including site selection, acquisition, design, and 
construction. In some instances it may be necessary to re- 
develop a site through relocation, demolition, and clearance 
activities before a project can proceed. If private contrac- 
tors are involved, then the additional steps of obtaining 
bids and letting contracts are necessary. As we discuss 
later, bidding problems with private contractors caused exe- 
cution problems in several jurisdictions. 

If capital improvement projects are routine activities 
of local governments — such as construction or maintenance of 
streets, sidewalks, drainage, and lighting — execution usually 
proceeds smoothly. For example, Miami used CDBG funds to ex- 
pand its street improvements program into target neighbor- 
hoods. In Scottsdale, Ariz., street improvements and parks 
development activities funded with CDBG were made part of 
the city's capital improvements program. Associates in both 
jurisdictions said these routine projects were executed 
smoothly and rapidly. 

However, when jurisdictions undertook nonroutine capi- 
tal projects, most notably housing rehabilitation, start-up 
problems involving staffing and program design created exe- 
cution problems. The Brookings report on the second year 
of the CDBG program noted that although many housing 
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rehabilitation projects were based on prior Federal programs, 
jurisdictions had no consistent model to follow.^ 

In Los Angeles, housing rehabilitation programs began 
slowly because of the city's cautious attitude toward this 
new activity. Because the city experimented with several 
program approaches, the structure of rehabilitation programs 
changed frequently. For example, in one neighborhood the 
city realized it was promoting displacement of lower income 
residents and canceled further activity; in another neighbor- 
hood, which was in transition from single to multifamily oc- 
cupancy, the low demand for rehabilitation loans required 
the city to develop an alternative approach for the conserva- 
tion of the housing stock. A similar situation existed in 
Houston; the associate there noted, "Attempts on the part of 
the city's community development division to develop its own 
housing rehabilitation program from scratch, rather than use 
available models or contract with nonprofit groups , slowed 
down the process of program design and development." As a 
result, many proposals the city developed failed to gain ap- 
proval from the city attorney's office because of legal tech- 
nicalities. 

St. Louis County, Mo., quickly overcame start-up delays 
in its rehabilitation program because its administrative de- 
sign is simple. Under the program, the county grants a re- 
bate to homeowners to cover a portion of home improvement 
costs , and the homeowner makes the contractual arrangements 
for the work. Because contracts were not needed between the 
county and private contractors, there was little delay. 

In contrast to capital improvement projects, associates 
reported that community services were relatively easy to ex- 
ecute. Services generally require less lead time and usually 
involve only equipment and personnel. Many services only re- 
quire that the jurisdiction provide CDBG funds as the local 
share for other grant programs. For example, St. Louis al- 
located CDBG funds to pay the non-Federal share of the title 
XX program funded by the Department of Health, Education, 
and Welfare. In Cleveland, execution of the city's concen- 
trated crime patrol and code enforcement programs proceeded 
smoothly because they required only a bookkeeping transac- 
tion in which CDBG fxmds were used to pay for part of the 
salaries of police officers and housing inspectors. 

In many jurisdictions, prior experience under the model 
cities program helped officials administer community service 


4. Dommel et al. , Decentralizing Coitimunity Development , 
p. 229. 
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programs. These jurisdictions often used CDBG funds to con- 
tinue or expand activities that were begun under model cit- 
ies. In most instances, the agencies that administered these 
social service programs — often community-based, private, non- 
profit organizations — were already in place; CDBG funds en- 
abled these organizations to continue or expand services. 

Cooperation From "Execution Agents . " A planning or de- 
velopment agency of the local government frequently adminis- 
ters CDBG funds, while program execution is carried out by 
city line departments , private contractors , and nonprofit or- 
ganizations, as discussed below. Relationships with these 
"execution agents" is a key factor for program progress in 
many jurisdictions. 

1. Local pxoblic agencies (line departments, special 
authorities ) . Problems of cooperation were especially evi- 
dent in capital improvements activities. Associates in Hous- 
ton, Los Angeles, Orange County, Raleigh, N.C. , and Rochester, 
N.Y., cited the lack of cooperation between the CDBG adminis- 
tering agency and the line departments as the major reason for 
difficulties in carrying out capital projects. 

In Los Angeles, CDBG capital improvement projects tended 
to receive low priority in the Public Works Department. Other 
projects, particularly the city's local public works (LPW) 
projects, funded by the Economic Development Administration 
(EDA) , were given priority because they had a critical dead- 
line. In addition, execution of the city's housing programs 
was delayed because the Community Redevelopment Agency and the 
Community Development Department disagreed about who should 
control the programs. 

A similar problem occurred in Rochester. The associate 
stated, "The quantity of street and sidewalk improvements 
financed since 19 76 out of LPW, CDBG, and local revenues 
created administrative burdens for the engineering and main- 
tenance division. CDBG projects had to wait their turn."^ 

In Orange County, some county employees were unenthusiastic 
about CDBG projects because the county had to institute new 
contracting procedures to comply with Davis-Bacon wage stand- 
ards; as a result, CDBG projects tended to lag. In Raleigh, 
the CDBG administering agency faced more severe problems. 


Capsule 7-2. Raleigh, N.C . 

Program execution has been delayed because of the lack 
of cooperation between the local housing authority, which ad- 
ministers Raleigh's CDBG program, and the city's line depart- 
ments. Because the housing authority is a local public agency 
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independent of the city government, it has very little lever- 
age to enforce its priorities over city line departments . 

For example, the public works department took more than 1 
year to appoint an inspector for the code enforcement pro- 
gram, and CDBG- funded street improvements have been put at the 
bottom of the department's list of priorities. Other depart- 
ments have also given CDBG projects low priority. 

Recently, administrative responsibility for the CDBG pro- 
gram has been transferred to the Office of Intergovernmental 
Relations (OIR) , located in the city manager's office. How- 
ever, its ability to coordinate other agencies remains to be 
established. The associate noted that there is potential for 
continued conflict in Raleigh between administrators and exec- 
utors, especially if the OIR terminates a contract with a 
local nonprofit organization that has carried out the housing 
rehabilitation program. 


Execution of public works activities in Houston depended 
on the degree of cooperation between the Community Development 
Division, located in the mayor's office, and the Public Works 
Department. 


Capsule 7-3. Houston 


The associate reported: "Compared with the half-billion- 
dollar annual capital budget of the Public Works Department , 
the $10 to $15 million allocated to the department each year 
from the community development block grant for capital proj- 
ects does not give the community development division much 
leverage with which to accelerate department priorities on 
CDBC?- funded activities." 


Projects that have made relatively rapid progress have 
been those that were in accord with department priorities. 

A good example is the storm drainage project, which was rec- 
ommended for inclusion in the city's CDBG program by the de- 
partoent itself. The laying of drainage conduits and related 
surface improvements in areas of the city with flooding prob- 
lems during heavy rains were a top department priority. 

These activities were executed smoothly because the depart- 
ment could carry out these activities using normal procedures. 


contrast, street improvements, an activity in which 
the department also has experience and established operating 
procedures, were a major source of controversy between the 
Community Development Division and the department. The di- 

property owners would not be assessed 
for CDBG-funded street improvements. The department insisted 
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that normal operating procedures be followed, which required 
the levying of an assessment to cover the costs of the im- 
provement. Resolution of this issue took more than a year 
and was decided in favor of the department. The associate 
noted that at least one street improvement project was aban- 
doned because of citizen protests against the levying of an 
assessment. 


In St. Louis Coxinty, levels of cooperation varied among 
departments. Progress in carrying out street improvements 
proceeded smoothly because of the strong cooperation of the 
streets department. But development of new parks in the coun- 
ty's unincorporated areas faced severe problems because the 
county parks department was not interested in developing new 
parks "which often bring more burdens than offsetting 
benefits." 


2. Private-sector agents . Several types of private or- 
ganizations are involved in the execution of CDBG activities. 
Private lending institutions often participate in housing re- 
habilitation programs, business and industry cooperate in eco- 
nomic development activities, construction companies carry out 
capital works projects, and community-based nonprofit orga- 
nizations deliver community services and in some cases carry 
out housing rehabilitation programs. 

a. Private, for-profit sector . As was the case with 
public agencies , program execution problems also occurred 
with private, for-profit participants. 

The inaibility of jurisdictions to attract private con- 
tractors to bid on capital projects was reported as the 
major reason for execution problems in Greece, N.Y., Roches- 
ter, and St. Louis. The great volume of construction projects 
in the Rochester area led to few bid responses from private 
contractors, who were already working at capacity. Greece, 
a suburb of Rochester, also faced difficulties in obtaining 
contractors for its construction projects. The associate re- 
ported, "Davis-Bacon and equal opportunity requirements were 
cited by contractors as disincentives for bidding on Greece's 
small construction projects." Problems in obtaining private 
contractors were perhaps most severe in St. Louis, partly be- 
cause of cumbersome contracting procedures. 


Capsule 7-4. St. Louis 

Delays in program execution have been the result of a 
cumbersome contracting process and the reluctance of private 
contractors to bid on capital projects. These problems are 
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especially crucial for St. Louis because more than 80 percent 
of the city's block grant funds are for capital projects. 

The city's contracting process was established by charter 
in 1913 and deliberately written to be a time-consuming proc- 
ess, involving sign-offs from several officials to prevent 
corruption and collusion among contractors and politicians. 
Briefly, the process involves the following steps. After the 
Board of Public Service, the city's contracting agent, decides 
to contract a project outside city government, it takes about 
2 months to get the required ordinance passed by the Board of 
Aldermen. Once the ordinance is passed, the Board of Public 
Service may begin work on project specification and advertise 
for bids. Following the selection of a contractor, a series 
of conditions must be met before the comptroller draws up a 
contract. For example, the contractor must verify that he 
owes no back taxes, possesses all the required licenses (if 
any required) , and is in compliance with equal opportunity 
provisions. It usually takes the city about 4 months to con- 
tract a project. 


To expedite the execution of capital projects, the city 
allocates funds for its major capital projects to the Land 
Clearance Redevelopment Agency (LCRA) , which was responsible 
for the city's urban renewal programs. Since the LCRA was 
created by State statute, it is not subject to the provisions 
of the city's charter. Although the LCRA does not have to 
deal with the Board of Aldermen, it must obtain clearances 
from a variety of agencies— special districts, A-95 review, 
and the like — before work on a project can begin. 


^ project is contracted out through the Board of 
Service or the Land Clearance Redevelopment Agency, 
cooperation from private contractors is necessary. Many pri- 

reluctant to bid on CDBG projects 
ecause of the paperwork and governmental regulation (e.g. , 

' Davis-Bacon) involved. Those contractors 
tint s;5^tted bids have often bid as much as 200 per- 

cent ^ove the expected bid. This overbidding forces tL 

the bids and rework the project specification 

i ^ contractors have enough work with the num- 

tKt highway projects undeJwSv 

that they can ignore CDBG projects. "The reluctance 0 ^X 1 - 

lems of the structural capacity of the city to tackle thJ 
masj.ve doubling of CDBG funds St. Louis rLeLef yS? 
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In contrast to St. Louis, where the contracting process 
caused delays, Jacksonville was able to complete its capital 
projects quickly because of a greatly simplified contracting 
procedure. Under the city's Neighborhood Improvement Mech- 
anism, contractors bid once a year for general physical im- 
provements; thereafter a contractor needs only a purchase 
order to start an individual project. 

In Rochester , another form of private sector wariness 
caused execution difficulties. The city's neighborhood com- 
mercial loan program progressed slowly because business own- 
ers were reluctant to risk investment in transitional neigh- 
borhoods . 

In some cases, housing rehabilitation programs were de- 
layed because of difficulties in securing participation from 
private lending institutions. In Los Angeles, one of the 
city's rehabilitation programs was delayed more than 2 years 
because of problems in working out loan arrangements with a 
local bank and a credit rating service. Houston also exper- 
ienced delays in arranging for leveraging rehabilitation 
loans with a private lending institution. In St. Louis, the 
necessary cooperation from private lending institutions did 
not take place until the end of the third year. 

The private lending sector was not always an impediment 
to program execution, however, and sometimes helped get pro- 
grams implemented quickly. 


Capsule 7-5. Cleveland 

The associate reported that the major reason for prog- 
ress in carrying out the city's neighborhood conservation ac- 
tivities has been the cooperation of private lending institu- 
tions and the autonomy from the rest of the city government 
as a result of having a nonprofit agency administer the CASH 
program. CASH, which has been the city's only neighborhood 
conservation activity , was initiated in the fourth year with 
an allocation of $2 million. The program is designed to 
provide housing rehabilitation loans and grants, code en- 
forcement, and public improvements in six areas of the city. 
The associate noted that CASH has gone smoothly because of 
the participation of 22 private lending institutions. Many 
of these institutions have had previous experience with the 
city's two Neighborhood Housing Services projects, activities 
similar to the CASH program. 
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b. Private, nonprofit organizations .^ Nonprofit orga- 
nizations were also examined, although the emphasis is more 
on their role than on problems resulting from their involve- 
ment. 


Thirty-nine of the 61 jurisdictions in the sample allo- 
cated some portion of their CDBG funds in the third and fourth 
program years to nonprofit organizations to implement commu- 
nity development programs. However, nonprofit organizations 
were important execution agents in only a few jurisdictions. 
Almost two-thirds of the sample jurisdictions allocated either 
no funds or less than 5 percent of their funds to nonprofit 
organizations during the third and fourth program years. 

Only six jurisdictions (Allegheny County, Pa.; Cambridge, 
Mass.; Evanston, 111.; Los Angeles; Newark, N.J.; and Worces- 
ter, Mass.) allocated more than 20 percent of their CDBG 
funds to nonprofit organizations in both the third and fourth 
program years. Capsules for Evanston and Worcester are pre- 
sented below. 


Capsule 7-6. Evanston, 111 . 

The role of nonprofit organizations has expanded con- 
siderably in Evanston. The largest and most influential of 
these organizations has been the Evanston Community Develop- 
ment Corporation (ECDC) , a newly established community-based 
organization located in the Church-Dodge target area, the 
city's poorest and predominantly black area. ECDC received 
$15,000 for administrative costs in the second program year; 
in the third year, it received CDBG funds to institute a 
pilot housing rehabilitation program; in the fourth year, 
ECDC received $340,000 to continue the housing program and 
to prepare a comprehensive plan for the redevelopment of 
the Church- Dodge area. 

In addition to carrying out housing rehabilitation and 
redevelopment planning activities , ECDC acts as a conduit 
for citizen input into the CDBG program. ECDC holds meet- 
ings to inform citizens of its progress and of other activ- 
ities of the CDBG program. Because ECDC was the first non- 
profit organization to work with the city in a major and 
continuous way, its relationship set the pattern for other 
nonprofit organizations involved, although on a lesser scale 


5. This section was not included in our report on pro- 
gram execution and is based on the complete sample of 61 
jurisdictions. 
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than ECDC , in the CDBG program. These organizations primar- 
ily carried out social services activities. 


Capsule 7-7. Worcester, Mass . 

Worcester has used nonprofit organizations extensively 
in its CDBG program. The proportion of CDBG funds allocated 
to nonprofit agencies in Worcester increased from 24 percent 
in the third year to more than 34 percent in the fourth year. 
In the third year, 15 activities, about one-third of the 
total, were implemented by nonprofit organizations; in the 
fourth year, this number increased to 19. The major partic- 
ipants were agencies that had been involved in the model 
cities program. 

The Worcester Cooperation Council, Inc., (WCCI) the 
major nonprofit CDBG organization, is involved in housing 
rehabilitation and economic development activities. WCCI 
also received CDBG funds to provide planning and management 
assistance to four local groups to initiate new housing de- 
velopments under Federal and State housing finance programs. 

A variety of other activities are carried out by several 
oth^r nonprofit organizations. These include technical and 
financial assistance for historic preservation and a variety 
of social services (day care, comprehensive health care, 
youth recreation, housing counseling, and drug and alcoholic 
education) . 


Social services and housing were the dominant activi- 
ties carried out by nonprofit groups. Social services were 
implemented by nonprofit organizations in more than three- 
fourths of the jurisdictions that funded nonprofit organiza- 
tions (table 7-1) . In more than two-thirds of the jurisdic- 
tions, nonprofit organizations undertook housing programs. 
These included the processing of housing rehabilitation 
loans and grants, rehabilitation work, housing counseling, 
and fair-housing advocacy. Economic development programs 
were carried out by nonprofit groups in only a few cities , 
generally the larger, distressed central cities. Nonprofit 
organizations also were involved in historic preservation, 
comprehensive neighborhood redevelopment, and technical 
assistance to minority contractors. 
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Table 7-1. Percentage of CDBG Funds Allocated to Nonprofit 
Organizations and Types of Activities Undertaken 


Type of activities 


Jurisdiction 


Percentage of 
CDBG grant 
allocated to 
nonprofit 
or gani z ations 

Year 3 Year 4 


Social 
serv- 
ices Housing 


Eco- 
nomic 
develop- 
ment Other 


Central cities 


Atlanta, Ga. 

2 

5 

X 


X 


Cleveland, Ohio 

15 

6 

X 

X 

X 


Columbia, S.C. 

1 

1 


X 



Durham , N . C . 

3 

4 

X 

X 



Houston, Tex. 

10 

10 

X 

X 



Jacksonville, 

Fla. 

4 

5 

X 

X 


4 

Lansing, Mich. 

12 

7 

X 




Los Angeles , 
Calif. 

29 

28 

X 

X 



Miami, Fla. 

5 

4 

X 




Minneapolis , 
Minn. 

19 

17 

X 

X 



New York, N.Y. 

8 

6 

X 




Newark, N-J. 

22 

22 

X 

X 

X 

X 

Philadelphia, 

Pa. 

10 

10 

X 

X 



Phoenix, Ariz. 

3 

1 


X 


X 

Pittsburgh, Pa. 

1 

1 


X 



Portland , Maine 

12 

11 

X 

X 



Raleigh, N.C. 

7 

7 

X 

X 


X 

’r. N.Y. 

4 

4 

X 





7 

18 

X 

X 

X 

X 

* 

2 

4 

X 





11 

4 

X 





1 

1 

X 
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Table 7-1. Percentage of CDBG Funds Allocated to Nonprofit 
Organizations and Types of Activities Undertaken 
(continued) 


Jurisdiction 

Percentage of 
CDBG grant 
allocated to 
nonprofit 
organizations 

Year 3 Year 4 

Social 

serv- 

ices 

Housing 

Eco- 

nomic 

develop- 

ment 

Other 

Worcester, Mass. 

24 

34 

X 

X 

X 


Satellite cities 

Cambridge , 

Mass . 

35 

35 

X 

X 



Cleveland 
Heights , 

Ohio 

15 

35 


X 

X 


East Orange, 

N.J. 

21 

18 

X 




Evanston, 111. 

21 

25 

X 

X 


X 

Miami Beach, 
Fla. 

11 

25 

X 



X 

Moxint Vernon, 

N.Y. 

14 

20 

X 

X 



Urban counties 







Allegheny (Pa.) 

30 

26 


X 



Dade (Fla.) 

8 

13 

X 

X 


X 

DeKalb (Ga. ) 

0 

1 

X 




King (Wash.) 

1 

3 

X 

X 



Los Angeles 
(Calif. ) 

10 

2 

X 

X 



Orange (Calif.) 

2 

2 


X 



St. Louis (Mo.) 

5 

5 

X 




Nonmetropolitan 







Carbondale , 

111. 

2 

2 

X 
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Table 7-1. Percentage of CDBG Funds Allocated to Nonprofit 
Organizations and Types of Activities Undertaken 
(continued) 



Percentage of 
CDBG grant 
allocated to 
nonprofit 
organizations 

Year 3 Year 4 


Type of 

activities 

Jurisdiction 

Social 

serv- 

ices 

Housing 

Eco- 
nomic 
develop- 
ment Other 

Charlottes- 
ville, Va. 

20 


X 


Marlborough, 
Mass . 

7 7 

X 




Source: Field research data. 


Intergovernmental Problems 


Program execution was delayed in some communities because 
of difficulties in dealing with agencies at other levels of 
government Federal, State, county, and special districts. 
Problems generally fell into two groups: (1) projects requir- 
ing clearance from another agency, or agencies, at a different 
governmental level; and (2) projects using CDBG funds along 
with funds from other sources. 


1- Clearance s from nonlocal agencies . In Raleigh, exe- 
cution of the city's housing opportunities activities — which 
involved demolition and clearance of a site for new section 8 
and public housing units — was delayed because the State re- 
quires development of a comprehensive plan before condemna- 
tion can begin. 


a rehabilitation program was delayed because 

a State_ constitutional provision prohibited the city from 
making loans and grants to private property owners. It took 

the 

restorat^oJ^S Preservation requirements delayed a courthouse 
project in Sioux Falls for more than a year, 
simlarly, a community center in Huntington Beach, Calif., 
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was delayed because the State architect's office took more 
than 8 months to review the construction plans. 

A multimillion-dollar parklands acquisition and develop- 
ment project in Los Angeles has been delayed because the 
State Cultural Board wants the art deco facade of an audi- 
torium located on the proposed site declared an historic 
site; the State wants the grounds and the building declared 
a national monument. These concerns have brought the bid and 
purchase process to a standstill. 

City-co\inty relations slowed program execution in Henne- 
pin County. Many participating municipalities started CDBG 
projects on their own without seeking guidance from county 
officials. As a result, the communities often violated pro- 
gram requirements and had to retrace their steps. For exam- 
ple, a sidewalk construction project in Golden Valley did 
not comply with environmental review and Davis-Bacon require- 
ments. A land acquisition project in Edina violated environ- 
mental review procedures . 

In Cleveland Heights, Ohio, modernization of traffic 
signals located on a coxmty highway was delayed because of 
coordination problems with the county engineer. In St. Louis 
County, a sewer line project was slowed by lack of coopera- 
tion from the Metropolitan Sewer District, the agency respon- 
sible for such activities. 

2 . Coordination of CDBG funds with funds from other 
sources . In some instances, jurisdictions have used their 
CDBG funds in conjunction with funds from other sources, such 
as other Federal, State, or county programs. Associates 
reported several examples of delay in such cases. In 
Worcester, CDBG funds are part of a $40 million flood con- 
trol project. The associate reported that the project has 
been delayed because the city and the Environmental Pro- 
tection Agency are still working on alternative routes for 
a downtown flood control tunnel. 


Capsule 7-8. New York City 

Because of the enormous financial strain under which the 
parks commissioner had to work, he allocated city or CDBG 
funds only to projects that would also get funds from other 
sources. Both the operating and capital budgets in parks 
were cut drastically before (beginning in 1970) the city's 
financial crisis hit, with the result that post- 19 7 5 cuts 
in all agencies further hurt the parks department. 
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The associate reported, "The coitunissioner ' s first cri- 
terion for supporting or failing to support a particular CDBG 
project is whether or not the project is eligible for funds 
from other sources, such as the Interior Department, the 
State, or private sources. . . .This practice means that 

every project not only has the usual CDBG hurdles, but must 
face a different set of regulations under whatever its other 
funding source is." 


In Los Angeles County, the summer beautification program 
administered by several community-based organizations experi- 
enced execution difficulties because the release of CETA and 
CDBG funds did not coincide. In Huntington Beach, a day care 
center involving a coalition of participants — a community 
group and State, county, and city agencies — has been delayed 
because of funding coordination problems. Similar coordina- 
tion problems have occurred in Los Angeles. The city, State, 
county, and county flood control district are all cooperating 
in the Pan Pacific park acquisition project. The State is 
contributing $3 million; the county, $2.6 million; the flood 
control district, $3 million; and the city, $2.6 million, of 
which $1 million is CDBG funds. For this project to proceed, 
all these governments and their appropriate agencies must co- 
operate . 


Unanticipated Costs 


In a few instances, associates reported execution prob- 
lems that were caused by unanticipated costs. For example, 
jurisdictions had allocated funds for a capital project, but 
when the time came to acquire the land or begin construction 
the costs had risen above the budgeted amount, forcing either 
delay or abandonment of the project. This type of problem 
occurred in Phoenix, which has been unable to find an afford- 
able site for its urban Indian center, an activity initially 
allocated CDBG funds in the first year. 

In several jurisdictions, a highly speculative real es- 
tate market has made planned land acquisition difficult, ad- 
versely affecting housing programs. In Hxintington Beach, the 
associate reported that high land costs have severely limited 
the city's activities in this area. As a result, only two 
housing opportunities activities — homeowner counseling and a 
senior citizens project — have been undertaken during the 
first 4 years of CDBG. In Orange County high land and con- 
struction costs have also delayed housing opportunities ac- 
tivities. The Miami associate stated, "The high degree of 
urbanization and citizen resistance contribute to the extreme 
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difficulty of acquiring land at a fair market value which sup 
ports the spatial deconcentration of housing opportunities." 
In Minneapolis, the city's only housing opportunities activi- 
ty — site acquisition for housing for the elderly — was aban- 
doned because of a lack of funds to meet rising construction 
costs. These funds were later reprogramed for site improve- 
ments to section 8 housing. 


Rate of Spending as a Progress Indicator 


An important question in analyzing CDBG program execu- 
tion is, How useful is the community's rate of expenditure 
of CDBG funds in assessing program progress? 

Jurisdictions report expenditure rates annually to HUD 
as a percentage of CDBG funds that have been spent at the end 
of a program year. We asked associates to provide data on 
expenditure rates for each of the first 3 years of the CDBG 
program and to assess this indicator as a measure of prog- 
ress. We did not include the fourth program year in the a- 
nalysis because most jurisdictions had not completed their 
fourth year programs . Also , the analysis covers only the ex- 
penditure of program funds during the year for which they 
were allocated. For example, we did not include the percent- 
age of first and second year funds spent by the end of the 
third year. 

Associates in more than half the jurisdictions reported 
that their jurisdictions did not keep records in a way that 
would permit this type of computation. We included only 
jurisdictions for which expenditure data were available for 
each of the first 3 years of the program. For this part of 
the analysis, the sample includes 39 jurisdictions — 21 of 
the 24 jurisdictions included in the program execution sur- 
vey plus 18 metropolitan jurisdictions that are part of the 
full CDBG monitoring study. 6 


6. Data for Cleveland Heights, Ohio; Raleigh, N.C.; 
and St. Louis County, Mo., were not available for 1 or more 
program years. The 18 jurisdictions added were Allegheny 
County, Pa.; Cambridge, Mass.; Columbia, S.C.; Dade County, 
Fla.; Denver, Colo.; East Orange, N.J.; El Monte, Calif.; 
Evanston, 111.; Harris County, Tex.; King County , Wash . ; 
Lakewood, Colo.; Lansing, Mich.; Lubbock, Tex.; Miami Beach, 
Fla.; Newark, N.J.: Pittsburgh, Pa.; Portland, Maine; and 
Seattle, Wash. 
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As table 7-2 shows, the unweighted mean expenditure rate 
for the sample jurisdictions declined slightly over the first 
3 program years, going from 51 percent at the end of the 

first year to 49 percent at the end of the third year. Rates 

of spending among the sample jurisdictions ranged from 5 per- 
cent in Huntington Beach at the end of the second year to 100 

percent in Greece, N.Y. , in the same year. Greece spent all 

of its first and second year funds during the years in which 
they were allocated. 


Table 7-2. Unweighted Mean Rates of Expenditure, Years 1 
through 3 


Program year 

N 

Unweighted mean 

Percentage of first-year funds 
spent at the end of first 
year 

39 

51 

Percentage of second-year 
funds spent at the end 
of second year 

39 

51 

Percentage of third-year funds 
spent at the end of third 
year 

39 

49 


Source: Field research data. 


We analyzed the data by the type of jurisdiction and 
the level of categorical experience to see whether these fac- 
tors were important to expenditure rates . 

As shown in table 7-3, the 10 satellite cities in the 
sample had the highest expenditure rate in each of the 3 pro- 
gram years but showed a decline in their mean rate of expend- 
iture from 60 percent at the end of the first year to 55 per- 
cent at the end of the third year. However, the rate of ex- 
penditure varied greatly among the satellite cities . In the 
first year , the range was from 18 percent in Miami Beach to 
100 percent in Greece; in the second year, the range was from 
• Huntington Beach to 100 percent in Greece; and 

in the third year, expenditure rates ranged from 26 percent 
in Huntington Beach to 75 percent in Lakewood, Colo. There 
was also considerable variation in the rate of spending of 




individual jurisdictions (table 7-4) . Lakewood, which spent 
75 percent of its third-year funds by the end of that program 
year, had spent only 10 percent of its second-year funds by 
the end of the second year; Greece dropped from 100 percent 
in the second year to 45 percent in the third year. 


Table 7-3. Expenditure Rates by Type of Jurisdiction, 
Years 1 through 3 
(unweighted mean percentages) 


Type of 
jurisdiction 

Number 

of 

juris- 

dictions 

Percentage 
of first- 
year funds 
spent at 
end of 
year 1 

Percentage 
of second- 
year funds 
spent at 
end of 
year 2 

Percentage 
of third- 
year funds 
spent at 
end of 
year 3 

Central cities 

22 

49 

51 

52 

Satellite cities 

10 

60 

58 

55 

Urban counties 

7 

44 

38 

31 

Total 

39 

51 

51 

49 


Source ; Field research data. 


Central cities were above the sample mean in the second 
and third years and slightly increased their expenditure rates 
over the 3 program years, from 49 percent at the end of the 
first year to 52 percent at the end of the third year. The 
range in the rate of spending also varied greatly among the 
sample central cities. In the first year, the range was from 
21 percent in St. Louis to 82 percent in Jacksonville; in the 
second year, the range was from 22 percent in Miami to 92 per- 
cent in Sioux Falls; and in the third year, the range was from 
16 percent in Houston to 87 percent in Denver. As in some 
satellite cities , there was considerable variation in spending 
rates in individual central cities. For example, Pittsburgh's 
69-percent expenditure rate in the second year fell to 17 per- 
cent in the third year; Jacksonville's rate dropped from 82 
percent in the first year to 50 percent in the second year and 
went up to 74 percent in the third year. 
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Table 7-4. Expenditure Rates of Sample Jurisdictions, 
Years 1 through 3 


Jurisdiction 

Percentage 
of first- 
year funds 
spent at 
end of 
year 1 

Percentage 
of second- 
year funds 
spent at 
end of 
year 2 

Percentage 
of third- 
year funds 
spent at 
end of 
year 3 

A1 legheny County , Pa . 

12 

10 

19 

Cambridge, Mass. 

69 

70 

45 

Cleveland, Ohio 

33 

29 

44 

Columbia, S.C. 

30 

65 

72 

Dade County , Fla . 

43 

48 

42 

Denver , Colo . 

26 

50 

87 

Durham, N.C. 

55 

35 

32 

East Orange, N.J. 

65 

72 

71 

El Monte, Calif. 

73 

98 

69 

Evanston, 111. 

76 

78 

64 

Greece, N.Y. 

100 

100 

45 

Harris County, Tex. 

14 

17 

6 

Hennepin County, Minn. 

55 

10 

11 

Houston, Tex. 

25 

39 

16 

Huntington Beach, Calif. 

24 

5 

26 

Jacksonville, Fla. 

82 

50 

74 

King County, Wash. 

99 

81 

45 

Lakewood , Colo. 

40 

10 

75 

Lansing, Mich. 

62 

30 

20 

Los Angeles, Calif. 

80 

49 

42 

Los Angeles County, Calif. 

63 

76 

32 

Lubbock, Tex. 

53 

43 

44 

Miami, Fla. 

50 

22 

31 

Miami Beach, Fla. 

18 

21 

49 

Minneapolis, Minn. 

30 

62 

50 

Mt. Vernon, N.Y. 

41 

54 

48 

New York, N.Y. 

55 

68 

56 

Newark , N.J. 

62 

50 

60 

Orange County, Calif. 

19 

22 

59 

Phoenix, Ariz. 

73 

70 

66 

Pittsburgh, Pa. 

40 

69 

17 

Portland, Maine 

47 

57 

86 

Rochester, N.Y. 

41 

58 

67 

St. Louis, Mo. 

21 

37 

52 

Scottsdale, Ariz. 

90 

74 

56 

Seattle, Wash. 

69 

60 

40 

Sioux City, Iowa 

75 

65 

70 

Sioux Falls, S. Dak. 

35 

92 

80 

Worcester, Mass. 

39 

33 

36 


Source: Field research data. 
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The rate of spending among the seven urban counties in 
the sample was not only continuously below the sample mean 
but also declined significantly, from 44 percent at the end 
of the first year to 31 percent at the end of the third year. 
For the urban counties in the sample, expenditure rates in 
the first year ranged from 12 percent in Allegheny County to 
99 percent in King County, Wash.; in the second year, the 
range was from 10 percent in Hennepin County to 81 percent 
in King County; and in the third year, expenditure rates 
ranged from 6 percent in Harris County, Tex., to 59 percent 
in Orange County. Individual counties also had great varia- 
tions over the 3 years. Los Angeles County dropped from a 
76-percent expenditure rate for the second year to 32 per- 
cent for the third year. 

In sum, analysis by the type of jurisdiction showed that 
satellite cities had the highest rates of expenditure, but 
that these rates were declining. Central cities were only 
slightly above the sample mean but showed some increase in 
the rate of spending as the program proceeded. However, the 
variations from the mean were so great within the types of 
jurisdictions and in individual communities that, except pos- 
sibly for urban counties, the expenditure rate showed no 
clear relationship between the type of recipient and program 
progress . 

A similarly erratic pattern emerged when we analyzed 
the rate of expenditure in terms of program experience (table 
7-5) . _ Sample jurisdictions with low levels of categorical 
experience were above the mean in the first year , but their 
mean rate of expenditure declined in the second and third 
years. All sample jurisdictions in this group except Phoe- 
nix are satellite cities and urban counties. For these 
jurisdictions, the range of expenditure rates in the first 
year was from 14 percent in Harris County to 100 percent 
in Greece; in the second year, from 5 percent in Huntington 
Beach to 100 percent in Greece; and in the third year, from 
6 percent in Harris County to 75 percent in Lakewood. 

Communities with moderate levels of categorical exper- 
ience were below the sample mean each year and showed a 
slight decline over the 3 years analyzed. All jurisdictions 
in this group are central cities. The range in the rate of 
expenditure for the first year was from 21 percent in St. 
Louis to 82 percent in Jacksonville; in the second year, 
from 22 percent in Miami to 68 percent in New York City; and 
in the third year, from 16 percent in Houston to 72 percent 
in Columbia. 
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Table 7-5. Expenditure Rates by Level of Previous Experience 
with HUD Categorical Programs 
(unweighted mean percentages) 


Level of 
experience 

Number 

of 

juris- 

dictions 

Percentage 
of first- 
year funds 
spent at 
end of 
year 1 

Percentage 
of second- 
year funds 
spent at 
end of 
year 2 

Percentage 
of third- 
year funds 
spent at 
end of 
year 3 

Low^ 

12 

54 

49 

46 

Moderate 

10 

50 

45 

46 

High 

17 

49 

55 

53 

Total 

39 

51 

51 

49 


Source: Field research data. 


a. Includes one jurisdiction with no previous experi- 
ence with HUD categorical programs. 


The pattern is mixed for jurisdictions with high levels 
of experience, primarily central _ cities but including a few 
satellite cities and urban counties. The expenditure rate 
in the first year was below the mean; it increased in the 
second year to rise above the mean and declined in the third 
year but still remained above the sample mean. If we ex- 
clude Allegheny County , which had the lowest expenditure 
rate in this group for all 3 years, the range is from 26 
percent in Denver to 90 percent in Scottsdale for the first 
year; 30 percent in Lansing to 92 percent in Sioux Falls 
for the second year; and 17 percent in Pittsburgh to 87 per- 
cent in East Orange for the third year. 

None of the three groups was above or below the sample 
mean in any year by more than 6 percentage points. This 
fact, combined with the wide variations within the groups, 
m^es previous categorical experience an uncertain indicator 
or a 3urisdiction' s ability to spend CDBG funds. 

. our discussion on overall program execution, we 
pointed out that- prior experience with categorical grants was 
factor in program progress; we stressed, how- 
r, that experience was important only when jurisdictions 
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continued the same types of programs that they had carried 
out under the categorical grants, such as model cities activ- 
ities and urban renewal continuation. When jurisdictions un- 
dertook new types of programs, categorical experience was 
less important and problems such as program design and inter- 
agency coordination became major execution factors. This 
conclusion seems to be supported by the expenditure rates for 
the eight s^ple jurisdictions that had received more than 
half of their categorical funds from the model cities pro- 
gram. Programs in these communities were affected most by 
the CDBG program's shift in emphasis to physical development. 
The mean spending rate for these cities was below the sample 
mean and declined each year, going from 48 percent in the 
first year — just below the mean — to 39 percent in the third 
year, 14 percentage points below the mean. 


Usefulness of Expenditure Rates 


Overall, associates indicated that the expenditure rate 
was, with important qualifications, a useful measure of pro- 
gram execution. One associate noted that "the rate of spend- 
ing is an important indicator, but is more useful as a signal 
of program difficulties than as an index of program quality 
or success." The field associates cited variations in the 
types of activities funded, structural and organizational ca- 
pacity, and construction seasons as important factors to be 
considered when using expenditure rates as a measure of 
progress . 

The major problem noted by associates was that the high 
level of aggregation of expenditure rates make it a crude 
measure of progress. As cin initial step toward making ex- 
penditure rates a more useful indicator of local progress, 
associates suggested that the indicator be disaggregated. 
Participants at the Washington conference of Brookings as- 
sociates and HUD officials also expressed this view.^ Sug- 
gestions included disaggregation by budget line items , pro- 
gram categories, individual projects, or all three. 

Several associates noted that a jurisdiction's high ex- 
penditure rate does not necessarily mean that progress toward 


7. "Program Execution Under the Commmity Development 
Block Grant: An Exploratory Analysis," pp. 43-51. 
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the program's objectives is occurring. For example, Worces- 
ter has been able to spend funds allocated for completion of 
a downtown urban renewal project, but much of the money has 
gone to settle past property acquisition claims rather than 
to continued project development. Phoenix's high expendi- 
ture rate (73 percent, 70 percent, and 66 percent, respec- 
tively, in the first 3 program years) was the result of ex- 
tensive reprograming to activities for which funds could be 
spent more rapidly. As pointed out in capsule 7-1, Phoenix 
transferred funds originally allocated for several new hous- 
ing and neighborhood conservation activities to activities 
it could more easily execute, primarily the existing Book- 
er T. Washington NDP project. The associate reported "the 
city's overall high expenditure rate is testimony to the 
city's ability to manage and spend block grant funds. It 
should not, however, mask delays in program execution which 
are indicated by comparing initial budget allocations by ac- 
tivity to final program expenditures for those activities." 

Conversely, low expenditure rates may conceal program 
progress. The Houston associate reported that "although some 
substantial progress has been made in Houston at the front 
end on problems of organizational weaknesses and excessively 
long lead times (as much as 7 years for street improvements, 

3 years for parks) , this kind of progress is not reflected 
in the city ' s expenditure rates . " 


Other Measures of Local Progress 


In addition to expenditure rates, associates suggested 
other measures to assess program progress. These included 
the extent of reprograming, variances from milestones , local 
in-house progress reports, unit measures other than dollars, 
and onsite monitoring visits. 

Several associates noted that the extent of reprograming 
was a useful indicator of program progress because it may in- 
dicate execution difficulties with the initial activity. For 
example, the associate for Durham noted that reprograming is 
a reflection of the city's difficulties with its housing re- 
habilitation loan program. The program has proceeded slowly 
because of a lack of interest among eligible homeowners. As 
a result, much of the allocation for the rehabilitation pro- 
gram has been reprogramed to other activities. 

Variances from milestones established in local plans 
were cited as a useful measure of program progress by several 
associates. One associate noted rhat this measure was 
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particularly useful for measuring front-end progress in plan- 
ning and developing new programs. Others reported that it 
was a good indicator for tracking capital programs through 
the bid, design, engineering, and construction stages. In 
Huntington Beach, the local CDBG staff prepared a time-line 
schedule and narrative for each program. They submitted 
this information, along with a list of activities, to the 
HUD program officer for use in monitoring the jurisdiction. 

Several associates cited the need for quantitative meas- 
ures expressed in units other than dollars. Among units sug- 
gested were the number of units of low-cost housing provided, 
number of houses rehabilitated, miles of streets resurfaced, 
and number of community centers built. 

Associates also stated that certain indicators were more 
useful for one type of activity than for others . For activ- 
ities in the neighborhood conservation and general public im- 
provements cind services categories, associates generally felt 
that rates of expenditure were a useful measure of progress if 
certain modifications, such as disaggregation by activity 
type, more frequent reporting, and inclusion of encumbrance 
data were made. For example, the associate for Greece re- 
ported that if sidewalk reconstruction were disaggregated by 
procedural stages (e.g., sidewalk location, bid specification, 
contract awarding, and repair work tasks) , and encumbrance and 
expenditure data provided for each stage on a monthly basis , a 
better measure of the extent of local progress was possible. 
For economic development activities , the associate for Sioux 
Falls noted that one measure the city used was the length of 
time publicly acquired property was held before resale; there, 
properties have been resold between 2 and 4 years after acqui- 
sition. Finally, a few associates reported that the only re- 
liable indicator of program progress is an onsite monitoring 
visit. 


Conclusion 


One of the problems with the categorical grant approach 
was the long delay between the time a community applied for a 
Federal grant and the time the project was completed. In the 
case of urban renewal , the time lapse was sometimes 7 to 10 
years. Many of the delays were attributed to the extensive 
Federal involvement in the project through all stages of plan- 
ning and development. It was hoped that the decentralized de- 
cisionmaking goal of the block grant program would eliminate 
long delays in project execution. Also, because of the shift 
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from large-scale renewal programs to small-scale CDBG proj- 
ects, it was anticipated that the time required for program 
execution would decrease. 

Although project size is an important variable affecting 
execution time, other factors may also adversely affect pro- 
gram execution. These include local and intergovernmental ad- 
ministrative problems, lack of cooperation from public- and 
private sector implementing agents, and unanticipated in- 
creases in costs. 

In addition, there are important conceptual and analyti- 
cal problems in measuring such progress. Progress can be ex- 
amined in terms of program execution; we can measure what a 
community did against what it said it intended to do in its 
application. Analysts might look at such indicators of prog- 
ress as the rate of expenditure, although, as we have empha- 
sized, there are some important qualifications to the useful- 
ness of this measurement; other indicators of progress are 
needed. A second way to measure progress is against program 
objectives. This task is more difficult because the program 
has no agreed-upon set of objectives except those stated in 
the law, and these are imperfect guides for analysis because 
they are overlapping and sometimes conflicting. Then there 
is the added problem of translating any indicators or meas- 
urements of physical development progress into progress to- 
ward the national goals, however defined and understood. 

Regardless of how progress is measured, the CDBG program 
has "aged” to the point where analysts and policymakers want 
to know what has been done with the money. Although formula 
distribution and social targeting issues are still of inter- 
est, particularly with program renewal coming up in 1980, 
program progress and impact has become an important issue of 
the block grant. Thus, this chapter is a transition to the 
final monitoring report, which will include program implemen- 
tation as a major point for analysis. 
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CHAPTER 8 


CONCLUSION 


This report has focused on the impact of the HUD target- 
ing policy, designed to direct a greater share of CDBG pro- 
gram benefits to lower income groups . From our analysis of 
intergovernmental issues and changes in levels of lower in- 
come benefits, we concluded that HUD's social targeting pol- 
icy has affected the distribution of program benefits. In 
the third and fourth years, fewer jurisdictions allocated 
less than half of their program benefits to low- and moder- 
ate-income groups than in the previous years. This shift oc- 
curred especially in some better-off communities, where ben- 
efit levels had been lower in the early years of the program. 
At the same time, the benefit changes in many sample commu- ^ 
nities have tended to be more gradual than dramatic. This is 
not surprising. Communities are a complex mix of political, 
social, and economic forces that are reflected in the local 
CDBG decisionmaking process and in the kinds of allocation 
decisions made. The outcome frequently is the result of ef- 
forts to balcince these multiple and often conflicting inter- 
ests. Within this context, HUD's ability to move communities 
toward certain policy objectives is constrained; the agency 
"nudges" rather than "shoves" in the desired direction. 

We also concluded that the future of benefits to lower 
income groups is likely to be influenced by future "policy 
preferences" of HUD administrators and by the program mix 
chosen by local participants. In stressing the term "pol- 
icy preferences," we stated that different administrators may 
have different sets of policy choices that could alter the 
pattern that emerged at the end of the fourth program year. 

In the first 2 years of the program, HUD administrators chose 
a hands-off policy in many areas of the program; for example, 
they did not establish any fixed standards of benefit levels 
to be achieved by recipient communities. Through the regu- 
latory process and through policy guidelines to HUD field of- 
ficials, however, the Department under Secretary Harris and 
Assistant Secretary Embry adopted a hands-on policy on social 
targeting. There is nothing to preclude future HUD adminis- 
trators from relaxing the interpretation of the national leg- 
islative policy concerning lower income benefits. 
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A community's program mix, the second factor influencing 
lower income benefits, may be less subject to change. At the 
end of the fourth program year, there was evidence of growing 
institutionalization of the local program. This is in large 
part the result of the natural aging of the program as local 
attention shifts from planning projects to completing them. 

By the end of the fourth year, HUD was pressing several com- 
munities to execute programs more rapidly, a factor that 
could make communities more hesitant about major program 
shifts in the future. If institutionalization becomes a ma- 
jor characteristic of the program, then local prograim deci- 
sions in the future may be decisions about funding increments 
rather than decisions about the basic mix of programs. This 
will be a major area for analysis in our final monitoring 
report. 

Program institutionalization is also likely to affect 
and reflect changes in the mix and influence of local partic- 
ipants in the decisionmaking process. During the first 4 
years , the trend has been toward greater involvement by HUD 
and local citizen groups and a larger role for the regular 
departments of the local government. Chapter 4 noted that 
program experience and HUD's neighborhood, targeting policies 
have contributed to greater citizen participation. However, 
if incremental program decisions become the principal form 
of local choices in the future, meaning there is less "free" 
money to be allocated, new groups may have less incentive to 
enter the process; also, some present actors may become less 
active if they become "bored" by the process. The final re- 
port will also look closely at process institutionalization 
and its effects on participation. 

This brings us to the basic question of decentraliza- 
tion, which has been the thread of conflict that has run 
through the CDBG program since it was proposed by President 
Nixon as special revenue sharing in 1971. One of the major 
national objectives of the block grant was to give local of- 
ficials and citizen participants more control over program 
decisions. But the CDBG legislation also included several 
substantive national objectives that, if pursued actively at 
the national level , were likely to bring Federal program ad- 
ministrators into conflict with persons favoring decentral- 
ized decisionmaking. Some persons view the more active HUD 
role as a form of program "recategorization." We are skep- 
tical of this label. 

Re categorization implies a Federal control over the pro- 
gram similar to the control exercised over the discretionary 
grants. Under the categorical programs. Federal officials 
were in a position to be more demanding at every stage of the 
process, from application through final audit. Under the 
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urban renewal program in particular, the applications were 
huge and sometiities took several years to be approved. After 
initial project approval, every step along the way — land ac- 
quisition, clearance, relocation, development of infrastruc- 
ture, land disposal prices, contract bidding, and final de- 
velopment — was carefully scrutinized by Federal officials. 

In contrast , under the CDBG program New York City received 
grants totaling over $800 million between 1975 and 1979 with 
only a fraction of the paperwork and Federal intervention 
that would have been involved in acquiring that amount of 
urban renewal money. 

In many cities, the HUD targeting policies had only mar- 
ginal effects on what the cities did with their money. In 
some cases, HUD policy did make a difference and its presence 
was clearly felt. Often, cities continued the same kinds of 
activities but shifted their locations as a result of HUD's 
geographic targeting policy. In some cities, particularly 
the more distressed ones, HUD policies had little effect on 
local programs; because of these cities' many problems and 
wide areas of need, almost any kind of activity qualified. 

When HUD questioned a city's projects, frequently all that 
the city needed was some creative draftsmanship to meet HUD 
concerns . 

We see the community development block grant as a mix of 
programs and policy preferences, operating at the national 
and local levels. The local preferences are expressed by the 
community in its grant application, which reflects both the 
range of local problems and the local bargaining process. 

This is the core of decentralization. The national prefer- 
ences are those of Federal officials , who decide how to meet 
the substantive national goals. The interaction of local and 
Federal preferences determines how much decentralization is 
achieved. From our perspective, we would argue that, over- 
all, local preferences have dominated program plans during 
the first 4 years . To restate a conclusion of our second re- 
port; We are not judging the programs themselves in terms of 
their programmatic, economic, or social success or failure. 

We are singly saying that the communities have taken advan- 
tage of the decentralized process to structure their own 
basic programs. 

As an instrument of intergovernmental aid, the CDBG pro- 
gram lies between the narrowly focused, more tightly con- 
trolled categorical grant and the "no strings attached" ap- 
proach of general revenue-sharing. The CDBG program does not 
simply oOGupy the midpoint between the two extremes, however. 
Rather, it covers a wide policy space between the categorical 
and revenue- sharing approaches. Theoretically, it is pos- 
sible for Federal and local preferences to move freely between 
the two, but in reality this is not likely. As the CDBG 
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programs become more institutionalized, as we expect, it is 
likely that Federal and local officials will be constrained 
by previous choices and policies. 
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APPENDIX 1 


Brookings Monitoring Sample, Showing Descriptive 
Statistics and Categorical Program Experience 




Appendix 1. Brookings Monitoring Sample, Shoving Descriptive Statistics, and Categorical Program Experience; 
Alphabetically by State 


Jurisdiction 

Type 

of Juris- 
diction 
(1 ) 

Urban 
condi- 
tions 
index 
(mean* 
100 
(2 ) 

CDBG 

population 

1975 

(thousands ) 
(3 ) 

Percent 
population 
change 
1960-75 
(U*S.- 
+18.8 ) 

(4) 

Percent 
poverty 
1970 
(U.S.- 
14.0 ) 
(5) 

Percent 

over- 

cro%rded 

housing 

1970 

(U.S.- 

7.0) 

(6 ) 

Percent 

pre-1940 

housing 

1970 

(U.S.- 

40.6 ) 

(7 } 

Prior 

program 

experience 

Model Urban 

cities renewal 
(8) (9) 

AKIZOKA 










Casa Grande 

NM^Dis. 

23 

13 

+61.5 

14.2 

18.9 

11. i 



Phoenix 

CC 

21 

664 

+51.4 

11.6 

8.9 

11.2 


X 

Scottsdale 

SC 

1 

77 

+673.3 

5.1 

4.5 

1.1 


X 

CALIFORNU 










El Monte 

SC 

11 

67 

+414.3 

13.3 

12.7 

16.7 



Huntington Beach 

SC 

1 

149 

+1,202.7 

5.1 

4.8 

3.7 



Los Angeles 

CC 

89 

2,727 

+10.0 

13.0 

8.4 

32.2 

X 

X 

Los Angeles County 

UC 

51 

1,936 

-4.1 

9.7 

n.a 

21.4 

X 

X 

Orange County 

uc 

3 

545 

+215.0 

5.7 

n.a. 

5.3 



San Jose 

CC 

11 

555 

+172.1 

8.6 

7.6 

13.9 

X 

X 

Santa Clara 

sc 

53 

82 

+40.6 

7.6 

6.3 

6.3 


X 

COLORADO 










Denver 

CC 

131 

484 

-1.9 

13.4 

5.2 

41.0 

X 

X 

Lakewood 

sc 

7 

120 

NA 

4.6 

3.0 

6.2 



FLORIDA 










Dade County 

uc 

10 

863 

-•■68.1 

11.3 

n.a. 

5.8 

X 

X 

Jacksonville 

CC 

‘31 

535 

+166.1 

16.8 

8.1 

20.9 


X 

Miami 

CC 

114 

365 

+25.2 

20.3 

20.6 

29.9 

X 


Miami Beach 

sc 

76 

94 

+48.9 

18.9 

8.4 

25.4 



GEORGIA 










Atlanta 

CC 

157 

436 

-10.5 

19.8 

10.5 

30.3 

X 

X 

DeKalb County 

uc 

8 

389 

+75.5 

4.9 

n.a. 

11.7 



ILLINOIS 










Carbondale 

NM-HH 

122 

23 

54.3 

24.6 

6.1 

32.6 

X 

X 

Chicago 

CC 

255 

3,099 

-12.7 

14.3 

9.5 

66.5 

X 

X 

Cook County 

UC 

12 

1.613 

+52.7 

3.9 

n.a. 

19.6 



Evans ton 

sc 

95 

77 

-3.3 

6.5 

3.4 

60.3 



Pulaski County 

NM-Dis. 

844 

9 

-16.6 

44.2 

11.7 

67.9 



IOWA 










Sioux City 

CC 

172 

86 

-3.9 

10.5 

6.7 

67.0 


X 

MAINE 










Auburn 

CC 

199 

23 

-4.7 

10.9 

7.2 

74.1 


X 

Bangor 

NM-Dis. 

294 

32 

-17.1 

14.7 

5.9 

70.8 


X 

Portland 

CC 

317 

60 

-17.5 

14.7 

5.8 

76.1 

X 

X 

MASSACHUSETTS 










Boston 

CC 

303 

637 

-8.7 

15.3 

7.2 

77.2 

X 

X 

Cambridge 

sc 

251 

102 

-4.9 

12.8 

5.6 

79.7 

X 

X 

Marlborough 

NM-HH 

41 

30 

+61.1 

5.9 

5.3 

48.2 


X 

Worcester 

CC 

188 

171 

-8.1 

9.9 

5.4 

74.4 

X 

X 

MICHIGAN 










Alma 

NM-HU 

140 

10 

+11.5 

9.7 

5.0 

68.6 


X 

Cast Lansing 

CC 

29 

50 

+66.9 

10.7 

4.8 

18.8 



Lans ing 

CC 

92 

127 

+17.6 

9.9 

6.3 

46.5 

X 

X 
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Jurisdiction 

Type 

of jurl* ** - 
dlct Ion 

(i ) 

Urban 
condi- 
tions 
index 
(mean* 
100 )* 

(2 ) 

CDBG 

population 

1975 

(thousands } 
(3) 

Percent 

population 

change 

1960-75 

(U.S.- 

-»-18e8 ) 

(4 ) 

Percent 

poverty 

1970 

(U.S.* 

14.0) 

(5 } 

Percent 

over- 

crowded 

housing 

1970 

(U.S.- 

7.0) 

(6 ) 

Percent 

pre-1940 

housing 

1970 

(U.S.- 

40.6 ) 

(7) 

Prior 

program 

experience 

Model Urban 
cities renewal 
(8) (9) 

MINNESOTA 










Hennepin County 

UC 

7 

363 

+48.1 

3.4 

n.a. 

12.6 



Minneapolis 

CC 

234 

378 

-21.7 

11.5 

4.3 

68.1 

X 

X 

MISSOURI 










St. Louis 

CC 

487 

525 

-30.0 

19.7 

12.3 

73.9 

X 

X 

St. Louis County 

UC 

17 

766 

+33.8 

4.4 

n.a. 

22.0 



NEW JERSEY 










East Orange 

SC 

186 

73 

-4.9 

11.1 

5.1 

67.8 

X 

X 

Newark 

CC 

422 

340 

-16.2 

22.1 

14.3 

68.4 

X 

X 

NEW YORK 










Greece 

SC 

8 

76 

+56.9 

2.8 

3.3 

18.6 



Mount Vernon 

sc 

174 

68 

-10.9 

9.3 

8.3 

71.1 

X 

X 

New York 

CC 

222 

7,481 

-3.9 

14.7 

9.9 

62.1 

X 

X 

Rochester 

CC 

266 

267 

-16.1 

12.0 

5.3 

79.5 

X 

X 

NORTH CAROLINA 










Durham 

CC 

118 

101 

+29.3 

19.4 

8.1 

33.6 


X 

Raleigh 

CC 

52 

134 

+42.9 

12.8 

6.5 

24.8 


X 

OHIO 










Cleveland 

CC 

400 

639 

-27.1 

17.0 

7.1 

73.3 

X 

X 

Cleveland Heights 

SC 

113 

51 

-17.2 

5.5 

1.2 

72.7 



PENNSYLVANU 










Allegheny County 

UC 

121 

897 

+2.5 

6.2 

n.a. 

85.0 

X 


Philadelphia 

CC 

271 

1,815 

-9.3 

15.1 

5.9 

69.5 

X 

X 

Pittsburgh 

CC 

344 

458 

-24.1 

15.0 

6.3 

74.4 

X 

X 

SOUTH CAROLINA 










Columbia 

CC 

111 

112 

+14.6 

17.8 

7.9 

30.3 


X 

Florence 

NM-HU 

162 

31 

+26.8 

21.6 

10.5 

40.6 


X 

SOUTH DAKOTA 










Sioux Falls 

CC 

86 

74 

+12.9 

9.3 

6.4 

44.3 


X 

TEXAS 










Harris County 

UC 

10 

437 

+112.4 

9.2 

n.a. 

9.7 



Houston 

CC 

40 

1,326 

+41.4 

13.9 

10.0 

17.3 

X 


Lubbock 

CC 

34 

164 

+27.1 

16.2 

10.5 

11.3 


X 

Plainview 

NM-Dls. 

105 

20 

+8.0 

20.4 

11.2 

23.6 



VIRGINU 










Chariot tesvllle 

NM-HH 

94 

41 

+41.5 

15.9 

5.6 

35.8 


X 

WASHINGTON 










King County 

UC 

11 

590 

+61.6 

5.3 

n.a. 

14.2 



Seattle 

CC 

128 

487 

-12.6 

10.0 

3.3 

47.6 

X 

X 


Source: Moalcorlng sample data and formula data elements are from the U*S* Department of Housing 
and Urban Development* 


Note: 

CC ■ central city 

SC - satellite city (city of 50,000 but not a central city ) 

UC • urban county 

NM*HH « nonaetropolltan hold-harmless entitlement Jurisdiction 
NM-Dls. • nonmetropolitsn discretionary Jurisdiction 

* Juris diet ions above 100 are generally less veil off chan those beloir the mean 

**Not available. 
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Block Grant Program 
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Third Field Research Report 


Due: September 1, 19T8 


FIELD ANALYSIS FORM 


STUDY OF THE COMMUNITY DEVELOPMENT BLOCK GRANT PROGRAM 


The Brookings Institution 
Washington, D.C. 


Jurisdiction 

Associate 


Please make 2 copies of this report . 

Send one copy to: Paul R. Dommel 

The Brookings Institution 
1775 Massachusetts Avenue, N,W. 
Washington, D.C. 20036 

Retain the other copy for yourself. 


NOTE: Wherever necessary, insert continuation sheets. 
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Jurisdiction 
Associate _ 


Persons interviewed for Third Field Research Report for the Brookings 
study of the commijnity development block grant program. 


Name 


Title and Organisation 


Round III 
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The Field Analysis Form is organized in six main parts: intergovern- 
mental relations, the local decisionmaking process, program uses and bene- 
fits, urban counties, housing rehabilitation, and summary analysis. 


I. INTERGOVERNlvIEtCTAL RELATIONS 


Tables 1-U . Intergovernmental Issues Analysis 

To continue our analysis of intergovernmental issues, we need very 
specific information on HUD- local issues that arose during the third and 
foiorth program years. Tables 1-U are provided for this purpose. 

The tables correspond to the four basic types of intergovernmental 
issues identified in the second-round CDBG report. Referring to the defi- 
nitions on page - and the subheadings on the tables, choose the category’’ 
that is most appropriate for each issue that arose in your jurisdiction an 
describe the issue briefly on the corresponding table. 

In addition to a concise description of each issue, the tables call 
for the following information and assessments: 

• The importance of the issue to HUD and to the local jurisciction. 

• The outcome of the issue. Did HUD's or the local jurisdiction's 
view prevail? For other outcomes, explain briefly. Was it a 
compromise favoring HUD’s position, a compromise favoring the 
jurisdiction’s position, or a resolution that seemed equally 
acceptable to both parties? If the issue was not yet settled at 
the time of . reporting, please note "\inresolved." 

• The initiating party. 

• The program year and stage (e.g., monitoring, application, imple- 
mentation) in which the issue arose. 
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Categories of Intergoveirunental Issues 


Strategy issues (table 1) involve the overall allocation of a J’orisciic-icr.’s 
CDBG program and the distribution of benefits among income groups . 

The HUD area office might contend that a jurisdiction has spent too 
much money on one type of activity (e.g., social services) or has 
neglected a certain program area (e.g., housing). Another strategy 
issue frequently raised by HDD concerns the targeting of funds to lov;- 
and moderate-income groups as opposed to spending on community, vide 
activities . 

Frcrrammatic issues (tatle 2) concern the definition and eligicilixy cf specif! 
CD projects. For example, in Philadelphia HUD ruled that the city's 
mortgage and loan guarantee program could not use CDBG funds for nevr 
housing loans, though loans for housing rehabilitation were permissi- 
ble. The nrinci'pal difference between a xxrograinnatic issue and a sxrategy 
issue is that a programmatic issue involves a specific aspect cf one CD 
project whereas a strategy issue encompasses a broad theme (e.g., targex 
area vs. comm'jnityvjide ) and addresses a rccmber of CD activities (e.g.j 
housing, social serx^’ices) or the jurisdiction's entire CD plan. 

Compliance issues (table 3) concern procedures and implementation rather than 
program content. These issues generally center on the jurisdiction's 
fulfillment of the assurances it must file with its CDBG application. 

Four tsrpes of compliance issues predominated in the first two years: 
equal opportunity, citizen participation, environmental impact, and 
Davis-Bacon. 

Administrative and technical issues (table h) concern the manner in which the 
program is administered at the local level, covering such topics as 
financial record-keeping systems, staffing, and the planning process. 
Technical issues generally focios on errors of calculation. 
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Table 1. Intergovernmental Relatione: STRATECIY (continued) Jurlsdlct 

(if more tban one issue arose within a subcategory, list each separately.) Associate 
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l^ble 3. Intergovernmental Relations: ncMPLIANCF inniiK -. Jurisdlct 

(If more than one Issue arose within a subcategory, list each separately,) Associate 
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Table 3 . Intergovernmental Relations: FUMt'UflNC.i'. i.-h.ui-.-. [ oontinopci ; Jurisdiction 

(If more than one iaeue arose within a subcategory, list each separately.) Associate 
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Taljle 4 . Intergovernmental Relations: ADMINISTRATIVE AND TECHNICAL ISSUES Jurisdiction 

(if more than one issue arose within a subcategory, list each separately. ) Associate 
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Jurisdiction 

Associate 


1. Discussion of Major Intergovernmental Issues 


1(a) In tables l-U you briefly described the specific intergovernmental 
issues that arose in this Jurisdiction. Now we woxild like you to 
discuss the major issues and their outcomes in more detail. By major 
issues we mean those that created the most controversy, no matter what 
category they are in. Your discussion here will be the principal 
source of information for fleshing out the quantitative analysis and 
for writing the report capsules, so please make it as complete as 
possible. 


Round III 


13 


J\iris diet ion 
Associate 


Discussion of Major Intergovernmental Issues (continued) 

1(b) If there vere no major issues between HUD and the local Jurisdiction , 
lack of controversy or conflict between local officials and HUD may 
be accounted for in several ways: 

(A) "Eye-toEye : *' HUD and key local actors tended to see "eye-to- 
eye" on most aspects of the program; for whatever reason, the 
perceptions of HUD and local actors tended to coincide. 

(B) Deference to HUD : Local decisionmakers planned and implemented 
CDBG programs by and large in accord with what they knew or 
assumed HUD expected or would accept. Also, they may be 
receiving a UDAG grant and thus be reluctant to contest block 
grant issues. 

(C) Deference to Locals : HUD by and large viewed its role as supporter 
of local priorities, decisions, procedures, etc., and restrained 
itself from imposing external constraints on the local program. 

Please indicate whether you believe A, B, or C accoxints for the 
relatively low degree of controversy or conflict between HUD and 
this jurisdiction. If an alternative assessment would be more 
appropriate, please describe in detail. 
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Jurisdiction 

Associate 


HUD Influence on Program Content 

Here we would like you to assess HUD's influence on the content 
of the local CDBG program for specific program years, i.e. , on the dis- 
tribution of block grant funds among the various program areas. HUD 
influence on program content often is felt during the application process 
but may come at any stage. For example, HUD's performance monitoring report 
may influence the content of the next year's program. The question focuses 
on relations with the HUD area office, but if the regional or central office 
is involved, please specify. 


2(a) Level of influence on program content 
Local program determined by HUD 


Year three Year four 
(check) 


Major HUD influence 
Minor HUD influence 


No HUD influence 


2(b) Discuss in detail your reasons for the assessments in 2(a) above. 

Give particular attention to the major strategy or program elements 
affected by HUD involvement and specify at what stage (application, 
performance monitoring, implementation) this influence was felt. 
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Jurisdiction 

Associate 


3 . Changes in HUD's Role 

This question focuses on the overall role of HUD (the area office) 
in the CDBG program and on changes over time . In assessing PIUD's role, 
consider not only influence on program content hut also the general character 
of relations between HUD and this jurisdiction, HUD influence on the Housing 
Assistance Plan, and HUD's role in enforcing regulations (e.g., equal 
opportunity, environmental review, etc.). If the regional or central office 
is involved, please specify. 

From year two From year three 

3(a) Change in HUD's role to year three to year four 

Increased substantially 

Increased somewhat ^ 


Stayed the same 
Decreased somewhat 


Decreased substantially 


3(b) Please give your analysis of the reasons for and results of the changes 
indicated in 3(a) above. Focus particularly on the overall character 
of HUD involvement in this jurisdiction and the attitudes of local 
officials toward any perceived changes. 
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Jurisdiction 
Associate 


k. Red Tape 

With the coming of the block grant, it was expected that less 
paperwork would be required in order to get and spend the federal money than 
had been required under the categorical grants . In the second CEBG report 
we stated that, of the forty-foior sample Jurisdictions with prior categorical 
experience, officials in about half thought that red tape had decreased; 
the other half thought it had increased or stayed the same as under the 
categorical grants. (See p. 3-19 of the draft report.) Here we want to 
change the frame of reference by asking you to compare changes in red tape 
requirements over the first four years of the CDBG program. 


4(a) Overallj, do local officials in this jurisdiction see ’’red tape” as 

increasing or decreasing as the CDBG program continues? Do they see 
it as having increased between the first two program years and program 
years three euid four? 


4(b) What specific paperwork requirements do local officials find most 

counterproductive? What paperwork requirements do they find most help- 
ful for planning and carrying out their programs? 
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Jurisdiction 

Associate 


5. A-Q5 Review Process 

0MB Circular A-95 provides for the designation of state and areav/ide 
clearinghouses to review and comment on applications for certain federal 
grant funds , These comments should deal with the relationship between the 
proposed activity for which funding is sought and related state, regional, 
or areawide plans or activities. As part of the review and comment process, 
clearinghouses are expected to solicit, from state or local environmental 
and civil rights agencies, comments about the proposed activity's environ- 
mental impact and its conformity to existing civil rights laws and regulations. 
Section 104(e) of the Housing and Community Development Act provides that 
”no grants may be made under this title unless the application is submitted 
for review and comment to an areawide agency,” 

5 ( 2 .) Ha^ there been any change in the role of the state and areawide 

*^7^^ clearinghouses during year three or four compared with the role 
piaye: ^d'uring the first two years? If so, describe the difference 
ana indicate what in your judgment acco*anted for it. 
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PART II. THE LOCAL DECISIONMAKING PROCESS 


A major objective of our research is to identify the participants 
in CDBG decisionmaking at the local level and to observe and analyze shifts 
in the relative influence of these participants over time. We vant to find 
out whether the block grant format tends to produce closed decision systems 
restricted to federal and local officials or whether the decisionmaking 
process is instead more open to a greater number and variety of participants 
under CDBG than it was under the categorical grants. A second focal point 
of the decision process anlaysis is institutionalization. Has the decision 
process remained fairly constant over the first four program years, despite 
changes in local political factors such as elections, and the resultant 
changes in personnel? To address these issues, we ask you to assess the 
relative influence of all the various participants in the CDBG decision 
process in your jiorisdiction, using the "influence points," a measure 
developed in the second-year report (see chapter 1+). Then, we ask for 
your descriptive analysis of the roles played by the various participants. 


EXPLANATION OF INFLUENCE POINTS 

The influence points are a means of attaching a numerical value to 
your overall assessment of the relative influence of various participants 
in the decision process within your jurisdiction. The points do not 
measure the relative influence of a given category of participants in 
different jurisdictions. The influence points approach is being applied to 
the local system as a whole and separately to executive and neighborhood 
participants. 

The hypothetical case below illustrates for the system as a whole how 
a total of ten influence points might be distributed to correspond to a 
specific situation. 

Description of Hypothetical Case : 

» 

In this jTirisdiction the city manager made all major CDBG program 
decisions. The technical work involved in drafting the application was 
done, under his supervision, by the assistant city manager and the city 
planner. The city council did not formally participate in the development 
of the CDBG program, though some council manbers independently contacted 
the city manager’s office to express interest in specific projects. Spe- 
cific requests were also made by two citizen groups, who urged the funding 
of small-scale rehabilitation projects in their neighborhoods. After the 
completed CDBG application was submitted to HUD, the agency advised the 
city that several projects would be ruled ineligible. Under the city 
manager's supervision, these projects were revised or replaced to meet 
HUD ' s approval . 

tion of Influence Points : 


Executive 

Legislature 

Citizens 

HUD 


5 

1 

1 




10 
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Jurisdiction 

Associate 


6. Undated Background on Local Actors 

Since the last field report in the Spring of 1977 have there been 
any key events or sudden changes — such as local elections, new positions 
taken by leaders, other signal occurances, etc. — that have significantly 
affected the operation of the CDBG program in this jurisdiction? If so, 
please discuss and indicate what the significance of these events are for 
CDBG in subsequent years. 
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Juxisdictian 
Associate 


7. Influence on CDBG Decisionmaking — ^ALL ACTORS 

7(a) Complete the following table, distributing a total of ten influence 
points suDong the various participants in the CDBG decision process 
for years three and four. The points recorded for year two are from 
the second— round reports you submitted. Keep in mind that the basis 
of the point assignment is influence on the content of the -pro-rraiL . 


Participant Year two Year three Year four 

Executive __________ 

Legislat\n*e _______ 

Citizens 

HUD 

Other (specify) 

Total 10 10 10 


7(b) Did £iny of the participants mentioned above form a coalition; 

If so, what was the effect of the coalition(s) on CDBG decision 
making? 
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Jurisdiction 

Associate 


Influence Points ( continued ) 

7(c) Discuss in detail the basis for the changes in your distribution of 
influence points among the different participants from year two to 
year three and frcrni year three to year four. 
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22 


Jurisdiction 

Associate 


— GENERAL — 

In answering questions 8-10, elaborate on the degree of institutional- 
ization whenever possible, and distinguish between events of the third 
and fourth program years where this is significant. 


8. Influence on CDBG Decisionmaking— EXECUTIVE ACTORS ONLY 

8,(a) Distribute a total of 10 influence points among the following types 
of executive actors- in relation to their relative influence over the 
content of the CDBG program. 


Executive Actors 
Chief executive 

(Check ^mayor; ^manager; 

county supervisor; 

other (specify') ;) 

Staff officials 

Line agencies/departments 

Other (specify) ; 

(e.g., specialist authori- 
ties associated with cate- 
goricals) 

Total 10 10 10 10 


Year 

12 3 4 
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Jurisdiction 

Associate 


Executive Influence, (continued ) 


8(b) Does the distribution of influence points among the different executive 
actors represent a continuity with the first two years of CDBG decision- 
making or a change from earlier patterns? Please describe the evolving 
role changes and the factors that seem to account for them. 


6(c) Describe the roles of the executive actors in CDBG decisionmaking. 
Distinguish the role of the chief executive from his/her immediate 
staff and from departments under the chief executive. Discuss alec 
any major changes in the staffing arrangements for (1) preparing tne 
application and (2) implementing the program. Be sure to describe 
any interagency or interdepartmental entities or arrangements that 
have emerged as part of the CDBG decision process . 


8(d) What was the role of specialist agencies? In cases where such agencies 
continued to exist in the second program year, have they been abolishec 
or reorganized since then? If so, when and how? To what extent do 
specialist officials continue to influence program decisions? Are those 
specialists with continuing influence now more accountable to the gener- 
alist officials or do they continue to operate with considerable autonomy' 
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Jurisdiction 

Associate 


— GENERAL ~ 

In eins-wering questions 8-10, elaborate on the degree of institutional- 
ization -whenever possible, and distinguish between events of the third 
and fourth program years where this is significant. 


8. Influence on CDBG Decisionmalcing — EXECUTIVE ACTORS ONLY 

8.(a) Distribute a total of 10 influence points among the following types 
of executive actors in relation to their relative influence over the 
content of the CDBG program. 


Year 

Executive Actors ^ £ 3 ^ 

Chief executive 

(Check ^mayor; ^manager; 

county supervisor; 

other (specify) ;) _____ 

Staff officials 


Line agenqies/departments 

Other (specify) ; 

(e.g., specialist authori- 
ties associated wi-th cate- 
goricals) 


Total 10 10 10 10 
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Jurisdiction 

Associate 


Executive Influence. Ccontimipd 'l 


8(b) Does the distribution of influence points among the different executive 
actors represent a continuity with the first two years of CDBG decision- 
malting or a change from earlier patterns? Please describe the evclvin? 
role changes and the factors that seem to account for them. 


6(c) Descrioe the roles of the executive actors in CDBG decisioiunalting. 
Distinguish the role of the chief executive from his/her immediate 
staff and from departments under the chief executive. Discuss also 
any major changes in the staffing arrangements for (1) preparing the 
application and (2) implementing the program. Be sure to describe 
any interagency or interdepartmental entities or arrangements that 
have emerged as part of the CDBG decision process. 


8(d) VOiat was the role of specialist agencies? In cases where such agencies 
continued to exist in the second program year, have they been abolished 
or reorganized since then? If so, when and how? To what extent do 
specialist officials continue to influence program decisions? Are those 
specialists with continuing influence now more accountable to the gener- 
alist officials or do they continue to operate with considerable autonomy' 
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Jurisdiction 

Associate 

9. Influence on CDBG Decisionmaking— LEGISLATIVE ACTORS ONLY 

9(a) How is the legislative body elected? At large? By districts? Both? 


9(b) Describe the role of the legislature in local CDBG decisionmaking and 
its influence on program content, relative to other participants 
(i.e., HUD, executive participate, citizen participants). Did this 
role change during year three or four? If so, please describe the 
change and the factors that seem to account for it. 
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Jurisdiction 

Associate 


Influence on CDBG decisionmaking — CITIZEU ACTORS ONLY 


10(a) Distribute a total of ten influence points among the following types 
of citizen participants in relation to their relative influence 
over the content of the CDBG program. 

Year 

1 2 _ 3 _, k 

Citizen advisory committee 
(formal citizen participation 
mechanism) 


Neighborhood-based groups 


• Special interest groups 
(e.g.. Chamber of Commerce, 
NAACP, League of Women Voters, 
taxpayers associations, etc.) 

( specify) 


Other 

(specify) 


Total 10 10 10 10 

10(b) Are there conflicts and coalitions among these participants with 

respect to CDBG issues? How have these forces influenced or failed 
to influence CDBG decisions? Do these patterns represent significant 
changes when compared With the first years of CDBG? If so, how 
woTild you describe and account for the changes? 
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Jurisdiction 

Associate 


Citizen Influence (continued) 


10(c) Are neighborhood groups an important factor in CDBG decisionmaking 

in your Jurisdiction? If so, are they groups that were formed during 
the categorical period, or ones that formed with the coming of the 
CDBG program? If both old and new groups are involved, how would you 
assess their relative influence on allocation decisions? Do the 
groups that formed to influence the consolidated categoricals still 
exist? 


10(d) Are minority groups (neighborhood and communitywide) active in 
CDBG decisionmaking? Discuss the types of groups involved, the 
issues in which they are most interested (e.g. , equal opportvinity 
and/or program benefits), and their influence relative to other 
groups . 
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Jurisdiction 

Associate 


Citizen Influence (continued) 


10(e) Discuss the specific types of formal citizen participation mechanisms 
used in your jurisdiction (e.g. , hearings, citizen's advisory commit- 
tee) and the stages at which citizens pai*ticipated in the CDBG 
decisionmaking process (e.g., drafting the application, commenting 
on the draft application, evaluating programs etc.). 


10(f) Did the citizen participation mechanism during years three and four 
differ from the arrangement during year two? If so, describe the 
change and specify the year in which it occurred. 
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Jurisdiction 
Associate 


Citizen Influence (continued) 


10 (g) The 1977 CDBG amendments require each Jurisdiction to draw up a 

written citizen participation plan and require that citizens be given 
an opportunity to comment on CDBG program performance , The plan is to 
go in effect on August 1 / I978. What changes in the citizen partici- 
pation process have been made in this Jurisdiction as a result of the 
new law and new regulations? Do you think that citizen participation 
in your Jurisdiction has been or will be strengthened by the new re- 
quirements? 


10 (h) FOR JURISDICTIONS WITH FORMAL CITIZEN'S ADVISORY STRUCTURES ONLY: 
Answer the questions below for the fourth program year . 

How many committee members are there? 

Are members appointed of elected? 

Who appoints or elects them? 

What is the basis of representation — communitywide, neighborhood, 
or both? If both, how is the membership divided between the 
two? 


What percentage of committee members represent low- and moderate- 
income groups? (Your Judgment may reflect perceptions of 
committee members and local officials as well as your own.) 


What percentage of committee members are female? 

What percentage of committee members are minority group members? 

Blacks ^ 

Hispanics 

Oriental % 
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Jtirisdiction 

Associate 


11. Housing Assistance Plan 

In the first year we reported a "general lack of interest and attention 
to the HAP" at the local level. There was no significant change in this view 
in the second year although more attention was given to the "expected to 
reside" information. The 1977 law expands the scope of the HAP to include 
identification of deteriorated housing and to assure that subsidized re- 
habilitated hoiasing goes to lower- income persons. HUD Secretary Harris has 
also stated her intention to make the HAP a more important part of the CDBG 
process. For these reasons we would like to give special attention to the 
local process for preparing the HAP and the perceptions of local officials 
about the HAP. 

11(a) Overall, how have the views of local officials about the HAP changed 
over the four years of the CDBG program? Do they now regard it as a 
more important document for local housing policy than they did at the 
beginning? Has there been any significant change in the HA.P process 
between years two, three, or four of the program, particularly between 
the third and fourth year? 
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Jxirisdiction 
Associate 


Housing Assistance Plan ( continued ) 


11(b) Who controls the HAP process, and Yrhat is the relationship between the 
HAP and other local housing decisions? Give particular attention to 
ai]y fragmentation that may exist in local decisioninaking about publicly 
subsidized housing programs. For exaicple, who controls the rehab 
programs under CDBG? Who controls the section 8 program in your juris- 
diction? Who controls the conventional public hoxising program? 

If there is fragmented decisionmaking in these policy areas, what are 
the implications of such fragmentation? 
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PART III. PROGRAM USES AND BENEFITS 


This part of the Field Analysis Form deals with your assessments of 
the official data submitted by this jurisdiction in its community develop- 
ment block grant applications for years three and four. First, we ask you 
to submit a photocopy of the following documents: 

1. "Community Development Budget" for the third and fourth program years 
as approved by HUD. 

2. "Activity Description" for the third and fourth program years as 
approved by HUD. These documents are to be submitted according to the 
instructions on page 36. 

3. "Short Term Objectives" for the third and fourth program years. 
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HUO-7C15.1 (11 *75) 



13 


C0\«<<UN1TY DSVEl.O>«<<C«T PLAN SUMMARY 
(SHORT-TcRfA OBJECTIVES) 


1. NAU6 Of AffCICANT 


WORCESTER, M."\S,SACHUSETTS 


2. APPLICATION NUMBER 3. ORIGINAL 

O AMENDMENT 


A. PROGRAM YEAR (Enndtm^t A^tCuntS Only) 

7-1-ie 6-30-77 


C..1 

HOUSING REHABILITATION PROGRAM 

To reduce by 1,200 units, the number of seriously sub-standard housing units and to 
reduce by 1,500 units the number of housing units with minor deficiencies in desig- 
nated target areas of the City. Of this total, 850 units will be demolished, and 
1,850 units will be rehabilitated, 75% of which will be with assistemce' to landowners 
over a period of 3 years. 

A total number of 400 units will be rehabilitated in CDBG Year 2, '300 of which will 
be directly assisted by a program developed through the CDBG Year 1 Rehab Planning 
Survey. O / 

The rehabilitation program is expected to/take plaice in Census Tracts 5, 12.01, 13, 
14, 15, 18, 19, 22.03, 24, 26 ana. ’27. I y' / 


SuptMrts WMdU) Wa: 


c. _2 \ 

NEW HOUSING DEVELOPMENT 

To encourage through the housing^assi stance plan, priority for housing assistance to 
ve3:y low income, families and elderly^ persons ; to insure that housing assistance 
programs contribute to the residential quality of neighborhoods; and to directly 
assist the development of new or substantially rehabilitated housing for the 
elderly/handicapped and non-elderly low^^come families. 



Sbpporti fMU) No; ! 


^-3 „ 

\ CBD PRC5^M INTOEMENTATIpN 

To-^4Bdertake ..immediate... and.. „pDsit.iva.-,^.teps. ...ta . halt aud, x^ve.rm : , the „ prbce^ss: ;pf „ deter- ■ 
ioration in Downta/s^n ’Worcester. To create a community-wide forum for., thf, purpose of 

1 -*’e3ctrracti;p4--Bvaiua!tiip,,,,...ind»*»i'Eplam programs whiph. Pppi^Pte the' 

revitalization of/the Downto’wn area. This program will be the direct, outcprne of the 
GBD Study, which/is an important, part of the Year 1 CD Program. 
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U.S. DEPARTMENT OP HOUSING AND URBAN DEVELOPMENT 
COMMUNITY DEVELOPMENT BUDGET 

□ ORIGINAL 

□ AMENDMENT 

B. APPLICATION NO. 

C. NAME OF APPLICANT D. PROGRAM YEAR 




PROM: 



TO: 

LINE 

NO. 

1 E. PROGRAM ACTIVITY 



AMOUNT 

FOR HUD i 

USE ONLY 1 

1. 

ACQUISITION OF REAL PROPERTY 



3. 

PUBLIC WOBKS. FACILITIES. SITE IMPROVEMENTS 



3. 

CODE enforcement 



<• 

CLEARANCE.OEMOLITION. REHABILITATION 



8. 

REHABILITATION LOANS AND GRANTS 




8. 

SPECIAL PROJECTS FOR ELDERLY AND HANDICAPPED 




7. 

PAYMENTS FOR LOSS OF RENTAL INCOME 



8. 

DISPOSITION OF REAL PROPERTY 



8. 

PROVISION OF PUBLIC SERVICES 



10. 

PAYMENT OF NON-FEDERAL SHARES 



11. 

COMPLETION OF URBAN RENEWAL/NOP PROJECTS 



12. 

RELOCATION PAYMENTS AND ASSISTANCE 



13. 

PLANNING AND MANAGEMENT DEVELOPMENT 



14. 

ADMINISTRATION 



18. 

CONTINUATION OF MODEL CITIES ACTIVITIES 



16. 

SUBTOTAL (Sum of Lines 7 thru fSJ 





17. 

CONTINGENCIES AND/OR UNSPECIFIED LOCAL OPTION ACTIVITIES 
(Not to exceed 70% of tine 76) 




18. 

TOTAL PROGRAM ACTIVITY COSTS (Sum of Lines 76 end 77) 





1 LINE 

1 NO. 

P. RESOURCES FOR PROGRAM ACTIVITY COSTS 




B 

ENTITLEMENT OR DISCRETIONARY AMOUNT 





2. 

LESS DEDUCTIONS 




B 

ENTITLEMENT/OISCRETIONARY AMOUNT FOR PROGRAM ACTIVITIES 
(Line 7 minus 2 ) _ 



B 

PROGRAM INCOME 



B 

SURPLUS FROM URBAN RENEIVAL/NOP SETTLEMENT 



B 

LOAN PROCEEDS. 



B 

REPROGRAMMED UNOBLIGATED PUNOi#ilbM PRIOR PROGRAM YEAR 



B 

TOTAL RESOURCES FOR PROGRAM ACTIYItV^COSTS (Sum ofLkmS-J) 



^ O Cheek box if eostt ineiude tndireet eotit wMeti ofe eott ittbcetioo plen ms required by Fedeml Mermyement Cireuler 74-4. 


CDItlON OF 10-74 IS OBSOLETE HUO-701BA (1 1-751 
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Tables 5 and 6. PROGRAM USES AND BENEFITS ANALYSIS 


These data should reflect your final decisions on program uses and 
benefits. They will replace preliminary data you provided earlier. 

Using this jurisdiction’s "Activity Description" for both the third 
and fourth program years, assign a number to each individual project listed 
( see the sample on page 32 ) . A •photocotiv of the "Activity Description " 
for each year, with the protect numbers marked, and the "Short-Term Ob.iec - 
tives" for each year, should be submitted along with tables 5 and 6 . 


I. PROGRAM USES: Tables 5 and 6 , nolnmns A-F 

Column A. Protect number . Enter the number of each individual project 
listed on the "Activity Description." 

Column B. Program category . Based on the definitions on page 37 , assign 
each project to a program category and fill in the appropriate 
number code from the column heading. You may wish to refer 
to the "Short and Long Term Objectives" and other narrative 
portions of the application for assistance in making this classi- 
fication. If a project is part of a neighborhood consei'vation 
strategy include a "/N" after the program code (e.g., a social 
service facility that is part of a neighborhood conservation 
strategy would be entered as follows: 7/N). 


Column C. Type of activity . Is the project a continuation of a categorical 
project? A continuation of project begun under CDBG in a previous 
program year? Use the number code in the column 4i-?ading. 


Column D. Project status . Is the project completed? In progress? Or 
planned? Use the number code in the column heading. 

Column E. Dollar allocation . Enter the amount allocated to each project, 
in thousands of dollars.* 

Column F. Census tractfsj . List all census tracts for each project.* 

If a project area is not coterminous with a census tract(s), 
enter the census tract data as follows: 202(P), 203(P), etc. 


*Colximns E and F may be left blank if the photocopy of the "Activity 
Description" you submit contains CCMPLETE dollar and census tract infor- 
mation for EACH project. This approach may be useful for those jurisdictions 
with a small nvimber of projects encompassing a target area with many census 
tracts . 
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PROGRAM CATEGORIES 


1. Housing (HSE V. housing rehabilitation loans and grants, modernization 
of public housing, and other housing activities. Code enforcement 

aiid demolition and clearance for housing-related activities are included 
vAhcn part of a neighborhood conservation strategy. 

2. Neighborhood Conservation (NC ): Neighborhood-oriented public works 
projects such as water and sewer lines, street improvements, parks, 
recreation, and open space acquisition. 

3. General Development (GD ); physical development activities which have 
communitywide benefits or are in neighborhoods that are not part of 

a neighborhood conservation strategy. In some cases GD projects appear 
to be a response to problems of population growth; in other cases they 
appear to be a means of spreading benefits . 

4 . Urban Renewal Continuation (URC ); the continuation or completion of 
urban renewal activities (property acquisition, public improvements# 
demolition and clearance, relocation) begun during the categorical 
period . Also included are management costs and interest pa 3 niients for 
these activities. 

5. ■ •RconoTTiic Development (ED )t both commercial and industrial development 

projects ranging from the acquisition of land for an industrial park 
to technical assistance for minority businessmen. 

6. Social Services (SS ): health, education, child care, senior citizens, 
youth, job training, and counseling programs, etc. 

7. Social Service Facilities (SSF ): the construction, maintenance, and 
rehabilitation of facilities necessary for the provision of social 
services 

8. Other Public Services and Facilities (PSF ); capital and operating 
expenditures for public services, such as police and sec\irity, transpor- 
tation, garbage collection, and fire protection. 

9. Planning and Administration (P&A ): planning> management, and administra- 
tion of the CDBG program. Also included are citizen participation 
activities, and relocation projects not classified as urban renewal 
continuation . 

10. Nonallocable (NA ); allocations for projects that do not clearly fall 
into any of the above categories. 
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II. BENEFITS ANALYSIS: Tables 5 and 6. Columns G-I 
FOR ASSOCIATES OF CENTRAL CITIES AND SATET.LTTF OTTTES ONLY 


For program years three and four we wish to examine the question of 
income group benefits on a project-by-project basis. The benchmark to be 
used in all j-urisdictions is the SMSA median income. The four income groups 
are defined as follows: 

Low income: less than 50 percent of the SMSA median income 

Moderate income: 51 to 80 percent of the SMSA median income 

Middle income: 8l to 120 percent of the SMSA median income 

High income: 121 percent or more of the SMSA median income 

In addition, two other categories are included for allocating benefits: 
communitywide and nonallocable . 

What is a benefit ? 

Generally, CE8G benefits can be viewed on a continue, with direct 
and often observable benefits at one end and indirect and unidentifiable 
benefits at the other. In this analysis we are interested in the former, 
that is, in who benefits directly from the comnleted CDBG “project . 

We are not trying to measure secondary or tertiary benefits. For example, 
in allocating income group benefits of a housing rehabilitation project, 
you should consider the income group of the i>ersons occupying the buildings 
that are rehabilitated. Persons employed to do the repair work and the bank 
that makes the rehab loan also benefit from the project, but we are not 
interested in these secondary or indirect benefits. Similarly, in allocating 
benefits for a senior citizen*s center, you should consider the income group 
of the persons who will use the completed facility and not those who do the 
construction work, even though the construction jobs come first. 

In some cases it will not be possible to anticipate the direct bene- 
ficiaries of a completed CDBG project. For example, CDBG funds may be used 
to build an industrial park before it is known what kind of firms will locate 
there and thus what kind of persons will be employed . In this case , you 
may be able to indicate the kind of benefit (i.e., economic development 
infrastructure) that will result from the completed project but xxnable to 
allocate this benefit to any income group(s). 

This focus on direct benefits of completed CDBG nroiects means that in 
some jurisdictions our social 'targeting analysis will not encompass all of the 
comraunity*s CDBG allocation. However, we are convinced that the results of 
the analysis will be more valid than if income group benefits are artificially 
allocated for projects where such benefits are really unknown and unknowable. 
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Benefit s 


Column G. 


Column H. 


Column I. 


Analysis 


(continued) 


Type of Benefit . Using the number code in the column heading, 
enter the type of program benefit. Will the completed CDBG 
project provide benefits in the form of Jobs? Services? 

Improved Housing? Economic development infrastructure? 

Environmental improvements (streets, parks, etc.)? If "other" 
be sure to explain. If a project has more than one type of 
benefit, enter all the appropriate benefits separating each 
by a slash(e.g., a project that has Jobs, services, and environ- 
mental benefits vould be entered as follows: l/2/U). 

Benefits propositions . We have developed a set of propositions 
about the distribution of benefits by income group, depending 
on the program category. For each project, consider the propo- 
sition for the program category to which you assigned it. If 
you agree that the proposition accurately describes the distrib- 
ution of benefits among income groups for that particular project, 
check the "yes" box and we will calculate the benefits for that 
project using the data on family income from the census tract 
printout for your Jurisdiction. If you disagree with the benefits 
proposition, check the "no" box and complete column I. If you 
agree with the proposition but disagree with the benefits 
allocation because of dated census tract information, check the 
"yes" box in column H and allocate benefits in column I. Describe 
the change in character of the census tract in your explanation 
in the space provided in column I.' 

Income group benefits . If you checked the "no" box in column H, 
allocate benefits among income groups in five-percentage-point 
blocks and explain the reasons for your allocation. If you decide 
that benefits cannot be allocated for a particular project, check 
the "NA" box and explain why they are nonallocable . NOTE : If in 
your Judgment the CDBG funds for a particular project have sub- 
stitution effects (i.e., CDBG funds are used to substitute for 
local spending already planned), check the "NA" box and specify 
substitution in the space provided for expanations. In our view, 
income group benefits cannot be assigned for projects with sub- 
stitution effects because the same benefits would have resulted 
without the use of CDBG funds. Even though we are not including 
a fiscal effects analysis in this report we do want to be alert 
to substitution activities within the context of the benefits 
analysis since we would expect to discuss the problem in the report . 
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Program Categories and Benefit Propositions 


Housing; Projects benefit the entire neighborhood. Benefits are thus 
distributed among the four income groups on a proportional basis, based 
on the percentage of families in each group within each census tract . 

Neighborhood Conservation: Same proposition as housing. 

General Development; Same proposition as housing. 

Urban Eenewal Continuation : Projects benefit the entire community. 
Benefits are thus distributed among the four income groups on a 
proportional basis, based on the percentage of families in the four 
income groups within the iurisdiction . Note . however, that there may 
be cases in which you wish to allocate benefits differently. For example, 
benefits from a commercial office building project may flow primarily to 
those who work there once the building is opened. Judging that most 
of these jobs will be middle income, you may want to allocate most of 
the benefits from this project to middle-income families. 

Social Services ; Benefits flow solely to low- and moderate-income 
families and individuals. 

Social Se_rviee Facilities ; Same proposition as social services. 

Other Public Services and Facilities : Same proposition as housing. 


Economic Development : Same proposition as urban renewal continuation. 
Note , however, that you may wish to allocate benefits differently. For 
example, benefits from commercial development projects flow primarily 
to those who shop there. You may therefore want to allocate benefits 
to reflect the income characteristics of the neighborhood(s) in which 
the project is located. 

Planning and Administration : Benefits are nonallocable . 
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Table 6. Program Data^ Year Four 



ks 


Jurisdiction 

Associate 


12. Program Discussion 

Note ; This table •will be completed by "the Washington staff; a copy 
■will be sent to you for your records,' 

Table 7. Program Uses 



Percent 

Percent 

Percent 

Program Use 

Year Two-*^ 

Year Three 

Year Four 

Housing 




Neighborhood conservation 




General development 




Urban renewal continuation 




Economic development 




Social services 




Social service facilities 




O'ther public services 




and facilities 




Planning & administration 




Nonallocable 









•^^Previously assigned from year t'wo CDBG application information 


12(a) Were there any significant changes in program emphasis between years 
two and three? Between years three and four? What do you see as the 
major factors behind these changes (for example, HUD involvement of 
local factors)? 
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Program Discussion (continued) 


Jurisdiction 

Associate 


12 ( 15 ) In our second report (see pp. 5-30 to 5-37) of the draft) we noted 
that the local decisionmaking process is an important factor 
affecting both the basic strategy for the use of CDBG funds and the 
particular project choices made within that strategy. Under the 
block grant format local officials must now set their own priorities 
among many competing demands, including new groups and interests. 

Now that you have completed the program analysis for your jurisdiction, 
what do you see as the relationship between the decisionmaking process 
and the broad program categories? Between the decisionmak;ing process 
and the design of individual programs? Be specific . Relate your 
analysis to your earlier discussion of influence points, where 
relevant . 


12(c) Did this jurisdiction revise its original application for the 

second- or third-year program in any major ways, or did it change 
the way in which major projects are designed and operated? If so, 
what were the revisions and what prompted them? What are the 
implications and effects of the changes (e.g., a change in income 
group benefits)? 


Ro-und III 
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Jurisdiction 

Associate 


Program Discussion ( c ont inued ) 


— FOR ASSOCIATES OF ALL HOLD-HARMLESS JURISDICTIONS — 

12(d) Year four marks the beginning of the phase-down period for hold- 
harmless jurisdictions. Was this jurisdiction's grant reduced in 
the fourth year? If so, by how much? If not, why not? What were 
the programmatic and institutional effects of this reduction? 


— FOR ASSOCIATES OF NONMETROPOnTAN DISCRETIONARY JURISDICTIONS — 

12(e) Did this jurisdiction receive funding in year three? In year four? 
If so, was this an increase or decrease from previous years? What 
have been the programmatic and institutional effects of the changes 
in fxmding that occurred in this jurisdiction? 


Round III 
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Jurisdiction 

Associate 


13 . Benefits Discussion 


NOTE; ASSOCIATES FOR NON-METROPOLITAN AND URBAN COUNTY JURISDICTIONS 
ANSWER ONLY QUESTIONS 13(13), 13(c), and 13(c). 


Note : This table will be completed by the Washington staff; a copy 
will be sent to you for your records. 

Table 8. Income Group Benefits 


Income Group 


Percent Percent Percent 

Year Two* Year Three Year Four 


Low 

Moderate 

Middle 

High 

Communitywiae 

Nonallocabls 


♦Previously given by you using the older methodology 


13 (a) Now that you have completed the benefits analysis for this Juris- 
diction, were there any significant changes between years two and 
three? Between years three and four? What do you see as the major 
factors behind these changes (for example, HUD involvement or 
local factors)? 
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Jurisdiction 

Associate 


Benefits Discussion ( continued ) 


13(1d) Has the distribution of program benefits been an issue in this 

jurisdiction? How do officials of the jurisdiction perceive the 
distribution of benefits? Do you agree with their view? (You 
will find the preliminary data on benefits distribution very helpful 
in answering this question.) 


13(c) Indirect effects . What are some of the mors significant indirect 

effects of CDBG program expenditures in this jurisdiction? Discuss 
both indirect effects that have positive benefits (e.g., a housing 
rehabilitation program indirectly benefits those persons employed 
to do the repair work) and indirect effects that have negative costs 
(e.g., displacement of low income tenants from rehabilitated housing 
units) . 
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Benefits Discussion (continued) 


Jurisdiction 

Associate 


13(d) In some jurisdictions associates have noted a tendency among local 
officials to distribute CDBG program activities in such a way as 
to provide benefits to a broad range of neighborhoods, subareas, or 
groups rather than concentrate programs in a few target areas. 

(l) To what extent have "spreading" and/or "targeting" of CDBG funds 
been characteristic of CDBG efforts in this jurisdiction over the 
first four years of the program? 


(2) What actors or factors seem to account for spreading and/or 
targeting? For example, some associates have reported that 
citizens and legislatures tend to spread benefits whereas executives 
are more inclined toward a targeting strategy. Is this pattern in 
this jurisdiction? 
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Jurisdiction 

Associate 


Rate of Spending 


What percentage of second-year grant funds remained 
unspent at the end of the second program year? 

What percentage of third-year grant funds remained 
unspent at the end of the third year? 

At the end of the third year, what percentage of 
combined first- and second-year funds were unspent? 


What factors have led to any delays in spending? 
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Jurisdiction 

Associate 


Development Stratee 


PTJD regulations require communities to submit every third year, 
beginning with the first application submitted on or after August 1, 1975, 
a summary of a community development and housing plan. The purpose of 
this doc’ument is to summarize the community development and housing need 
of the applicant, and its "comprehensive strategy" for meeting those nee 


15(a) How would you characterize the development strategy of this 
jurisdiction in year four ? 

1. Major redevelopment; emphasis on land acquisition, relocation, 

demolition and clearance in deteriorated neighborhoods . 

2. Neighborhood conservation: long-term strategy devoted to the 

preservation of viable neighborhoods with an emphasis on housing 
renaoilitation, code enforcement, and public services, facilities, 
and improvements in target neighborhoods . 

3. Comm’cnity growth: long-term strategy designed to cope with the 

problems associated with community growth (as opposed to distress 
resulting from community decline or stagnation) with emphasis on 
water & sewer, open space, public improvements and facilities. 

Eclectic; allocating CDBG funds to deal with a wide range of 

random needs and demands . 

5. Development strategy still evolving. 

6. Other (explain). 


15(b) Discuss your reasons for the characterization of the development 
strategy for this jurisdiction. 
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Jurisdiction 

Associate 


( continued ) 


15 (c) Does yoTH* response to question 15(a) represent any significant shift 
in your community since the program started? If so, in what program 
year did the shift occur? What do you see as the major reasons(3) 
for the shift(s) (for example, HDD involvement or local factors)? 
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Jurisdiction 

Associate 


15(d) How would you characterize the neighborhoods assisted through the 

CDBG program? For example , some communities have adopted a modified 
"triage" approach to community development. Local officials have 
recognized that they cannot afford to use their limited CDBG resoiirces 
for major upgrading activities in the most deteriorated neighborhoods. 
Such a strategy would probably fail to restore the areas to a healthy 
state and would leave little or no resources for community development 
activities in other areas of the city. Under a modified triage 
strategy, a city would make cosmetic improvements ( street and side- 
walls repairs, tree plantings, etc.) in healthy neighborhoods, 
maintain public services and undertake demolition and clearance 
activities in the most deteriorated neighborhoods, and concentrate 
CDBG resources — in the form of jhysical development and other major 
upgrading activities — in transitional neighborhoods . 

Does this modified triage approach apply to your .lurisdiction ? 

Are there neighborhoods that are being abandoned (in terms of 
community development activities), whether implicitly or explicitly 
in this Jurisdiction? If so, what has been the response of residents 
in these neighborhoods? 


15(e) Is there any evidence of competition between neighborhoods for 
CDBG funds? Between "downtown" and neighborhoods? 
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Jurisdiction 
Associate 


16. Non-profit Organizations 

16(a) TOiat proportion of the CIBG block grant for years three and four -went 
to private, ncoiprofit organizations to implement programs? Y/hat 
types of programs -were involved? 

Proportion to 

Program year nonprofits T?rpes of activ ities 

Three 


Four ia 


16(b) Generally, discuss the role and influence of nonprofit agencies in 
the CDBG program. 
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Jurisdiction 

Associate 


17. Urbstn Develonment Action Grants 

17(a) If this jtirisdiction has applied for a TIDAG grant, please answer 
the following questions. 

How much money was requested? • 

Has the grant been approved? 

What is the amount of the grant? ’ 

How much private funding is involved? 

17(b) Briefly describe the project for which UDAG funds have been requested. 


17(c) What is the relationship, if any, between UDAG and CDBG? For example, 
are UDAG funds being used to substitute for CDBG activities? 
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Part IV. URBAN COUNTIES 


Tha questions in this section of the Field Analysis Form are to 
he answered by associates of urban covuaties only. Other associates should 
continue with part V. 
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Jurisdiction 

Associate 


18. Allocation Systems 

In the second report we noted that urban counties used a variety 
of mechanisjns for distributing CDBG dollars among participating municipalities 
Has the allocation system in your jurisdiction changed? If so, in what year 
was the change made? What is the new allocation system and who prompted 
the change? 


19 . County-Muni cioali tv Relations 

Describe relations between the county and the municipalities parti- 
cipating in its CDBG program. Has CDBG led to greater cooperation between 
the county and these municipalities? Have any major controversies arisen 
between the county and the municipalities over a CDBG-related issue? 
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Jurisdiction 

Associate 


20. County Monitoring of Municipal Performance 

Recently HUD indicated that it intends to make urban counties 
more accountable for municipal program performance. Describe county 
monitoring efforts in this jurisdiction separately for years three and 
four. Did these efforts differ from those in years one and two? If 
so, what specifically induced the change? 


21. Budgeted Funds and Program Uses 

A recent HUD study found that \irban counties budget funds 
differently for incorporated and unincorporated areas. Urban counties 
have budgeted almost twice as much for unincorporated areas as for 
incorporated areas. The study also noted significant differences in 
program uses. Urban counties allocated substantially more funds for 
housing, water and sewer, and other physical development activities 
in incorporated areas whereas public services, open space, and neighbor- 
hood facilities were the predominant program uses in unincorporated 
areas. Discuss the principal differences in budgeted funds and program 
uses between incorporated and unincorporated areas in this jurisdiction. 
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PART V. HOUSING REHABILITATION 


In o\jr next report we plan to expand our analysis of housing re- 
habilitation programs under CDBG. This section of the Field Analysis 
Form asks for a description of the housing rehabilitation strategy of this 
Jurisdiction and detailed information on each of the specific rehab programs 
involved. We want to be able to make the following kinds of distinctions, 
so please keep them in mind as you answer the questions in this section: 

1. Third year activities v. fourth year activities . Although it may 

be difficult to determine what rehab was done in the third year from 
what was done in the fourth year (as well as what pre-dated either 
of the years we are now looking at), we would like to make this 
distinction as clearly as possible. 

2. "Flans" for rehabilitation v. rehab actually carried out . We 

need to pay close attention to the difference between rehab activities 
that are planned for (i.e., funds allocated) in the third and fourth 
year applications, and those rehab projects that are actually carried 
out, i.e., housing units that have actually undergone rehabilitation. 

3. Single-family v. multi-family rehab . The Issues, processes and progress 
have been very different in rehabilitating single-family and multi- 
family structures. For definitional purposes, we will use HUD's 
criteria: single -family structures are those containing 1-U units 

and multi-family housing contains 5 or more units in a structure . 

4. Substantial rehabilitation v. cosmetic rehab . Substantial rehab 
may involve major work such as replacing heating, plumbing and/or 
electrical systems, while cosmetic rehab may deal only with the 
physical appearance of the structure, e.g., painting, tuckpointing, 
replacement of windows. The processes and problems may be very 
different in these two levels of rehab. Unfortunately, not all 
programs fit neatly into these two categories, but we should try 
to preserve these distinctions whenever possible . 

5. Subsidized rehabilitation (e.g.. grants, low- interest loans, loan 
guarantees') v. subsidized occupancy after rehab (e.g.. use of 
section 8 subsidies for renters ). This distinction is critical for 
understanding who benefits from the rehab. The critical issue we 
want to focus on here is "gentrification," the process of neighborhood 
residents changing from lower- income to higher-income. If the 

rehab results in the value of the housing increasing, without pro- 
viding subsidies for the occupants to continue to live there, lower- 
income people may be forced to move out of the housing which is now 
in good physical condition, but which they can no longer afford. 

N.B.: ASSOCIATES FOR URBAN COUNTIES 


If the county does not have its own housing rehabilitation programs, 
please monitor the housing rehabilitation program of a p)articip>atlng muni- 
cipality (or a joint program carried out by two or more municipalities 
working cooperatively) and answer the questions in this section on the 
basis of that program. Name of municipality (or municipalities, if you 
are looking at a joint program) monitored. 
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Jurisdiction 

Associate 


22, Housing Rehatiilitation Allocations 

If this jurisdiction has one or more housing rehabilitation programs, 
give the amounts allocated for each program, separately for years three 
and four, A program, as used here, means whatever the jurisdiction defines 
as a program in its application. Any rehab initiative that the Jurisdiction 
identifies as a separate rehab program on the CDBG application, with a 
dollar allocation, constitutes a discrete "program” for our purposes. Please 
indicate for each program whether it is designed to assist single family 
rehab (l-U units per structure), multi-family rehab (5 units or more), or 
both. 

Type of 

Amount allocated assistance (check) Program 

year three year four single- multi- year 

Program ($000) ($000) family family both started 


22(a) Does this represent an expansion or contradiction of the year two 
rehab program(s)? 
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Jurisdiction 

Associate 


^3 . Strategy ( Community ) 

For each rehab program, is the program directed toward target neigh- 
borhoods or is it a communitywide program? If a particular program 
is communitywide 5 describe the justification for that strategy and 
its operation or application. For any program that is directed at 
target neighborhoods, go on to the next question. 


2^ • Strategy (Target Area ) 

2k{si) For each program that is directed toward target areas, please 
answer the following questions: 

How many target areas are there? 

Has the number increased or decreased as the 
program progressed? 

How are the target areas chosen? 


2U(b) How would you describe the target area strategy for each program? 
(in some jurisdictions, different rehab programs are directed at 
different target areas.) Does this strategy focus rehab assistance 
in the most deteriorated neighborhoods, in transitional neighbor- 
hoods, or in neighborhoods that are healthy? Be as specific as 
possible in describing the character of the target areas. (For 
assistance in characterizing neighborhoods, use the census tract 
data on income characteristics and age of housing which we have 
provided to you. ) 
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Jurisdiction 

Associate 


25 . Program Coordination 

Are CDBG housing rehab funds to be used in conjunction vith any other 
federally or state assisted housing programs? Most importantly ^ to "what 
extent, if any, does the Jurisdiction have plans to ^^piggyback" section 8 
rental assistance subsidies on top of rehab assistance, to insure that the 
rents will not be increased beyond the means of lower-income families after 
the rehabilitation is completed? In addition, are CDBG funds to be used in 
conjunction with section 312 rehab loans? To pay the administrative costs of 
a section 312 rehab program? To help carry out a Neighborhood Housing Service 
(NHS) program in an NHS target area? In conjunction with Urban Homesteading 
or with any other state programs? Describe. 
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Jurisdiction 

Associate 


26. Wholly CDBG-Funded Programs 

Questions 26 a-e apply to those housing rehab programs where only 
CDBG funds are involved . In these programs, the only funds that are made 
available to the property ovners are loans and grants out of CDBG funds. 
Private lending institutions are not involved in the program, either because 
the jurisdiction did not seek such participation, or because it attempted 
to secure private lenders’ participation but was unable to do so. If your 
jurisdiction has no such program, indicate "Not Applicable" and move on to 
question 27- 

26(a) Did the jurisdiction make an effort to involve private lending 

institutions in this program? If not, why not? If so, why did the 
lenders not become participants? Is the program for single-family 
housing, multi-family housing, or both? 


26(b) What kinds of assistance are provided by the jurisdiction — loans? 
grants? a combination? If loans, what is the maximum amount? 

Is the interest rate below the market level? By how much? If grants, 
what is the maximum amount? (Part of the thrust of this question is 
to determine whether the program is designed to assist "substantial" 
or "cosmetic" rehab. Identify the level of rehab contemplated by 
the program.) Describe in detail. 
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Jurisdiction 

Associate 


Wholly CDBG-Funded Programs (continued) 

26 (c) Who is eligible for assistance? Here we are particularly interested 
in income limits on eligibility. Is the assistance scaled to the 
income level? (For example, does the grant amount decrease as the 
property owner’s income rises?) 


26 (d) Is there a dollar limit or percentage of rehab cost limit on the 

amount of CD assistance per unit rehabilitated (e.g. , a loan, grant 
or combination cannot exceed $3,000 per unit)? Is there such a limit 
per structure (e.g., no more than $U0,000 for an apartment building, 
no matter how many apartments)? 
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Jurisdiction 

Associate 


Wholly CDBG-Funded Programs (continued) 

26(e) Often the rehah assistance is limited to “bringing houses or multi- 
family structures up to the jurisdiction’s code standards. In this 
jurisdiction, vhat limits, if any, are there on the scope of the 
rehab work that can he done? Is the rehah work limited to bringing 
the structure to code standards or can other interior or exterior 
work he done, such as wallpaper, painting, etc., that are not needed 
to he in compliance with code standards? Is the rehah assistance part 
of, or coordinated with, a local code enforcement program? 


Hound III 



65 


Jurisdiction 

Associate 

27. Participation of Private Lending Institutions 

In most jurisdictions 5 ve vould expect that private lending insti- 
tutions would agree to he involved in the rehab programs (even if the 
lending institutions do not actually make any rehab loans). The following 
questions (2Ta-h) apply to those rehab programs where the private lending 
institution participation is part of the program. 


2T(a) How are private lending institutions to be involved in the program? 

(For example, have they set aside or otherwise committed a specified 
amount of loan funds for the program? Are they going to process the 
loan applications or otherwise participate in the administration of 
the rehab program?) Were there any problems in securing the agreement 
of lending institutions to participate? 


27 (b) What kinds of assistance are provided by the jurisdiction under each 
such program — interest rate subsidies? loan guarantees? grants? 
combination? Describe in detail, e.g., the amount of the interest 
rate subsidy? amount of loan guarantee fund? maximum amount of grants 
and how the size of the grant is determined? 
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Associate 


Participation of Private Lending Institutions (continued) 


2T(c) Who is eligible for assistance? Here we are particularly interested 
in income limits on eligibility. Is the assistance scaled to the 
income level? 


27 (d) Is there a dollar or percentage limit on the amount of CDBG assistance 
per property owner (e.g., $3,000 for each unit rehabilitated)? Is 
there a per unit or per structure limitation on the overall cost of 
rehabilitation, including CD assistance plus private rehab loan? 


27 (e) In this jurisdiction, what limits, if any, are there on the scope of 

the rehab work that can be carried out? Is it just a code enforcement 
program or can other interior and exterior repairs be included? Is 
the assistance part of a mandatory code enforcement program? 
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Participation of Private Lending Institutions (continued) 

2T(f) Have the participating private lending institutions agreed to make 
their assistance available to all rehab target neighborhoods in 
this jurisdiction? 


2T(g) Do the private lending institutions contemplate applying their 

regular credit and appraisal standards to potential borro-wers and 
structures under this program, or do they intend to make loans to 
borrowers, or on structures, that do not meet their usual standards? 


2T(h) How many dollars does the jurisdiction anticipate leveraging from 

private lending institutions for each dollar of CDBG funds allocated? 
(This question relates to the jurisdiction's plans or expectations. 
Actual leveraging’ has fallen far short of these expectations in many 
jurisdictions to date.) 
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Associate 


28 . Actual Income Group Benefits (All Rehab Programs ) 

Until this point, the questions have focused on the structure of the 
rehab programs, rather than their implementation. Earlier in the Field 
Analysis Form we asked you to assess the intended benefits of housing rehab 
programs by income group. To learn more about the actual benefits, we ask 
that you examine the records of the first three years of your jurisdiction * s 
housing rehab programs and determine who received assistance. On this basis, 
allocate benefits among the four income groups in five-percentage-point blocks. 

You may find that the needed records are not available, either because 
of confidentiality or because the jurisdiction simply does not keep records 
on an income group basis. It may be possible, in that event, to at least deter- 
mine how many of the multi-family units rehabilitated received section 8 
subsidies (for low- and moderate-income people) after rehabilitation. Local 
officials may also be able to estimate the income group benefits in each of 
their rehab programs. 

Complete the table below for years one and two, and for year three if 
more than half of the housing rehabilitation funds for the third program 
year have been spent at the time of reporting. 

Actual Income Group Benefits of Housing Rehab Programs [%) 

Low Moderate Middle High 
Program Year income income income income 

One ____ 

Two «___ 

Three • 

One ■■ - ■ •' " 

Two 

Three 

— ■ One . — ...I . ■ ■ 

Two ___ - - 

Three 

One 

Two 

Three 


Nonal- 
lo cable 


of Ist-year rehab funds spent at time 4 

of reporting: 

of 2d-year rehab funds spent at time 4 

of reporting: % 

>rd-year rehab fxmds spent at time 

of reporting: ^ 
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Actual Income Group Benefits (continued) 

28(a) Is the distribution of benefits different from what program officials 
expected? Why? 


28(b) What have been the major obstacles or impediments to implemention 
of each of the rehab programs? Have these impediments resulted in 
substantially less rehab having been completed than planned? Have 
any changes been made in any of the rehab programs in light of the 
problems encountered? In what year were the changes made and what 
were these changes? Who prompted the changes? HUD? Local officials? 
Third parties (e.g. , community organizations dissatisfied with the 
implementation of the programs)? 
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29. Type of Units Rehabilitated (All Rehab Programs) 


We are interested in finding out what types of housing units are being 
rehabilitated — owner-occupied or rental? Using the table below, indicate 
for years one and two the percentage of each type of unit actually reha- 
bilitated. For year four, indicate the percentage of each type of unit 
expected to be rehabilitated. For year three, if more than half of the rehab 
funds had been spent at the time of reporting, give the percentage breakdown 
for units actually rehabilitated. If less than half had been spent, indicate 
the percentage of each type of unit expected to be rehabilitated in the third 
program year. 


Program 


Year 


Actually rehabilitated 
Owner- 

Rental occupied 

units units 


Expected to be 
rehabilitated 

Owner- 

Rental occupied 
units units 


One 

Two 

Three 

Four 

One 

Two 

Three 

Four 

One 

Two 

Three 

Four 

One 

Two 

Three 

Four 


Cumulative total: 
all rehab programs 
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Associate 


30. Displacement (All Rehalp Programs) 

Is there any evidence of displacement of lov- and moderate-income 
individuals and families because of any of this jurisdiction's CDBG housing 
rehabilitation programs? If so, indicate which program and describe the 
displacement process; e.g., are the low and moderate income households being 
replaced by middle and high income households (gentrification)? Why? 

Where are the displaced people moving? 
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PART VI. SmmRY ANALYSIS 


This part consists of two questions. Your response to the first 
question, in which we ask you to discuss the major issues and themes of the 
third and fourth program years, will he photocopied and sent to all field 
associates. This question is in reply to the interest expressed at the 
conference to have mini-case studies for each jurisdiction. In the second 
question you may discuss any issue or event that you consider important hut 
which you have not yet had an opportunity to discuss in the earlier questions. 
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31. Summary Analysis (Nev question based on conference discussion) 

The principal purpose for including this question is to facilitate 
information sharing among associates. Write a brief summary of the major 
issues and themes that unfolded during the third and fourth program years. 
When all the reports are in, these pages will be photocopied and a complete 
set covering all sample jurisdictions will be sent to each associate. 

I. INTERGOVERNMENTAL RELATIONS 


II. LOCAL DECISIONMAKING 
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Summary Analysis (continued) 


III. PROGRAM USES AND BENEFITS 


IV. HOUSING REHABILITATION 
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32. Final Question 

No doubt the Field Analysis Form fails to cover all of the impor- 
tant issues in the CDBG program in this jurisdiction which you think we 
should know about. Please discuss here aspects of the program which you 
consider important but which you have not had an opportunity to discuss 
in response to earlier questions. 
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urce: Field research data. 

Pulaski County, Illinois, did not receive funding in the fourth year. 
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Appendix 4 


HOUSING REHABILITATION 


This appendix discusses various aspects of housing reha- 
bilitation activities involving CDBG funds. It is intended 
primarily as a summarization of the kinds of rehabilitation 
programs being carried out with CDBG funds , the complexity of 
the rehabilitation process, and the recurring problems encoun- 
tered by communities in implementing these activities. The 
final section is a discussion of the displacement effects of 
CDBG-funded housing rehabilitation. 


History of Rehabilitation Policy 


The current focus on housing rehabilitation in many cit- 
ies builds on a two-decade history of public policy develop- 
ment in this area. The policies and programs of the 1970 's 
reflected both the changing reality and perception of urban 
housing problems. In 1968, a presidential commission pro- 
posed and Congress adopted a national housing goal of 26 mil- 
lion additional units in the following decade, with 6 million 
of the units to be subsidized. The problem was defined as a 
massive housing shortage. However, with the net out-migration 
from the older central cities in the 1960 's and 1970 's, the 
emphasis of officials and citizens increasingly shifted to 
preserving, maintaining, and renovating the existing housing 
stock rather than embarking on major new construction pro- 
grams. Local officials also attempted to use rehabilitation 
as a focus for efforts to arrest neighborhood decline. The 
deterioration of the housing stock is perhaps the most visible 
symbol of the decline of a neighborhood. Although previous ex- 
perience with neighborhood redevelopment made it clear that 
addressing the housing problem is not all that is needed, such 
efforts may symbolize the local government's intent to attack 
neighborhood problems. Moreover, rehabilitation provides a 
vehicle for tackling blight without necessarily causing the 
massive displacement associated with the early period of the 
urban renewal program, which featured large-scale clearance 
and demolition projects. Finally, the interest in rehabili- 
tation was fueled by a nvimber of other events affecting the 
housing market during this period, including substantial in- 
flation in the cost of constructing new housing, environmental 
regulations such as sewer moratoria, which impeded new 
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construction, and the beginning of an apparent trend of some 
people to move back to the cities as a result of various fac- 
tors — changing household size, lifestyles, mortgage lending 
patterns, and energy shortages. These changes in the context 
made new construction more difficult and rehabilitation of the 
existing housing stock more appealing than in the period after 
World War II. 

In the 1960 's, the Federal Government began to support 
substantial amounts of rehabilitation through grants to cities 
for concentrated code enforcement and urban renewal projects 
that emphasized housing rehabilitation. Congress also enacted 
the section 312 low-interest rehabilitation loan program in 
1964 and the section 115 rehabilitation grant program for low- 
income households in 1965, both of which provided assistaince 
to individual property owners wishing to rehabilitate their 
residences in areas targeted for renewal or code enforcement . ^ 
In 1969, HUD also launched "Project Rehab," a relatively large 
scale effort to rehabilitate apartment buildings in a nxomber 
of cities. Project Rehab utilized existing rehabilitation 
programs of the Federal Housing Administration (FHA) in target 
neighborhoods , attempting to cut through red tape to maximize 
the impact of the rehabilitation and complete the work as 
quickly as possible. To make many of these apartments acces- 
sible to moderate-income households after the rehabilitation 
was completed, HUD made available subsidies through the sec- 
tion 236 program. Section 236, enacted in 1968, facilitated 
the reduction of the rent that tenants were required to pay by 
subsidizing the interest rate the building owner paid on the 
mortgage to as low as 1 percent. 

When it created the section 236 program. Congress also 
established the section 235 program, an interest subsidy pro- 
gram that was available for occupants of rehabilitated hous- 
ing. Section 235 assisted families in purchasing homes — as 
contrasted with the assistance in rental units provided under 
section 236 — by subsidizing the interest rate down to as low 
as 1 percent; this was later amended to provide the subsidy 
down to 5 percent. Most of the section 235 purchasers bought 
new homes. However, some of the section 235 funds went to 
purchase homes that had undergone siabstantial rehabilita- 
tion, although in some cases poorly done, thus enabling 
lower income families to benefit from the renovation process. 


1. The section 312 program provided loans at a 3 per- 
cent interest rate. Amendments to the program in 1978 pro- 
vided for variable interest rates for the higher income prop- 
erty owners, limiting the 3 percent rate to low- and mod- 
erate-income groups. The section 115 program provided out- 
right grants up to $3,500 to eligible low- income owners. 
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By the time the CDBG program was enacted in 19 74 , some 
of the earlier rehabilitation-related initiatives had been 
phased out. "Project Rehab" had been completed. New activ- 
ity under sections 235 and 236 had been halted by an admin- 
istration moratorium in early 1973, in part as a result of 
serious problems in the administration of the programs. Sec- 
tion 235 was later reactivated in a modified form; section 
236 has not been active since that time. Moreover, urban re- 
newal and concentrated code enforcement were among the cate- 
gorical programs folded into the CDBG program. However, with 
the phasing out of some of these rehabilitation- related ini- 
tiatives, others were enacted to take their place. One of 
the major initiatives from the 1960 's — the section 312 pro- 
gram — remained in operation. The section 312 program was 
originally slated to be consolidated into the CDBG program, 
but because of its popularity in Washington and among local 
officials and residents it was retained and subsequently ex- 
panded as part of the Carter administration urban policy. 

The initiatives of the 1970 's included the section 8 
program that was enacted in the same legislation as the CDBG 
program. 2 one part of the section 8 program provides rent 
subsidies for lower income households moving into substan- 
tially rehabilitated dwelling units. A variation was later 
developed which provides subsidies to tenants of units having 
undergone moderate amounts of rehab. In the mid-1970's. 


2. Section 8, 42 U.S.C. 1437f et seq. (1974), of the 
Housing and Community Development Act of 1974, authorizes HUD 
to make rent subsidy payments on behalf of qualifying lower- 
income persons renting new, substantially rehabilitated, or 
existing housing. The statute also authorizes the agency to 
make payments to developers or public housing authorities who 
plan to build or rehabilitate housing that will be rented by 
tenants eligible for section 8 assistance. In 1979, a moder- 
ate rehabilitation component of section 8 was added as well. 
Generally, a family may qualify for assistance londer the sec- 
tion 8 program if its income does not exceed 80 percent of 
the median family income in the area, with adjustments made 
by the Secretary of HUD for larger or small families. 
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Neighborhood Housing Services (NHS),^ the Urban Homesteading 
Program,^ the Urban Development Action Grant (UDAG) the Home 


3. Neighborhood Housing Services (NHS) , based origin- 
ally on a Pittsburgh neighborhood reinvestment model, is a 
community-run program replicated by the National Neighborhood 
Reinvestment Corporation (NRC) . The NRC is an independent 
federal corporation which evolved from collaboration between 
the Federal Home Loan Bank Board and the Department of Housing 
and Urban Development. Each local NHS organization brings 
together . neighborhood residents, city government, and lending 
institutions to focus reinvestment efforts in a small neigh- 
borhood area. NHS secures commitments from the city to en- 
force housing codes and improve services and facilities in 
the NHS area and from lending institutions to make rehabili- 
tation loans in the area. NHS works with community organiza- 
tions in the area as one of the three parties considered crit- 
ical to this neighborhood upgrading effort. The NRC has pro- 
vided most NHS's with a grant to start a revolving loan fund 
to make subsidized loans to nonbankable residents. The NRC 
and its predecessors have developed over 80 NHS organizations 
in cities across the Nation. Each NHS is an independent, 
locally supported, nonprofit. State-chartered corporation. 

4. Urban Homesteading is a method of dealing with the 
problem of abandoned housing. Since the early 1970 's, local 
governments have acquired abandoned homes through a variety of 
mechanisms for the purpose of selling them to homesteaders 
who agree to rehabilitate and live in them. In the Housing 
and Community Development Act of 1974, Congress created a 
Federal urban homesteading program, 12 U.S.C. 1706e. Under 
this statute, HUD can transfer properties it has acquired 
through foreclosure of FHA-insured mortgages to local and 
State governmental bodies, at little or no cost. The proper- 
ties are then conveyed at a modest cost to families who agree 
to occupy the homes for a specified period and make the needed 
repairs as determined by the local government. 

5. These grants were authorized by the Housing and Com- 
munity Development Act of 1977, which added a new section 119 
to the Housing and Community Development Act of 1974. UDAG 
grants have been used in part for residential rehabilitation 
in some recipient jurisdictions. 
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Mortgage Disclosure Act,® and the Community Reinvestment Act"^ 
were added to the Federal tool-kit. NHS brings together 
neighborhood residents, city government, and lending institu- 
tions to focus reinvestment efforts in a small neighborhood 
area. Urban homesteading attempts to deal with the problem 
of abandoned housing by making these homes available at a 
token fee to families that agree to make needed repairs. 

UDAG is a HUD grant to assist distressed cities and urban 
counties in revitalizing their economic bases and reclaiming 
deteriorated neighborhoods. The Home Mortgage Disclosure 
Act and the Community Reinvestment Act- focused on the need 
for mortgages and related kinds of credit in urban neighbor- 
hoods. , The former, enacted in 1975, requires that financial 
institutions disclose on a systematic basis the volume and 
location of their residential mortgage loans, while the lat- 
ter provides that financial institutions have an "affirma- 
tive obligation to help meet the credit needs of the local 
communities in which they are chartered," including low- 
and moderate-income areas. In addition to these varied 
Federal initiatives of the 1970' s, many State and local gov- 
ernments joined in the rehabilitation effort, frequently 
adopting programs that were variations on these Federal 
themes. In case further evidence was needed, the widespread 
use of CDBG funds for housing rehabilitation as noted in 
chapter 5, confirms that rehabilitation is a fact of urban 
life in the late 1970 's. Local initiatives have been facil- 
itated by an increasing congressional interest in housing 
rehabilitation since the program was enacted in 1974. In the 
original CDBG legislation, block grant funds could be spent 
for rehabilitation only if it was incidental to other eligi- 
ble activities being carried out in a particular neighborhood. 


6. Home Mortgage Disclosure Act, 12 U.S.C. 2801 et 
seq. (1975). The infoimiation to be disclosed includes, inter 
alia. , the lending institution's origination or purchase of 
mortgage loans during each fiscal year, the number and dollar 
amount of each mortgage by census tract or zip code, and the 
number and value of loans to nonoccupant buyers and for home 
improvements . 

7. Community Reinvestment Act (CRA) 12 U.S.C. 2901 
(1977) . The lending institutions are to prepare "CRA state- 
ments" indicating what steps they are taking to meet this 
affirmative obligation. These statements are used by the 
Federal regulatory agencies as they consider requests by 
the lending institutions for permission to make changes in 
their operations such as opening up branch offices or mov- 
ing the home office. 
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In the 1977 CDBG amendments. Congress recognized rehabilita- 
tion as an independently eligible activity, thus making the 
legislation reflect what was happening with a significant 
amount of CDBG funds at the local level. 

At the community level, CDBG funds were viewed as a major 
new resource for housing rehabilitation and neighborhood re- 
vitalization. CDBG-funded rehabilitation programs could also 
bring the resources of private lending institutions to bear on 
the housing problems of those who had not been able to access 
the private lending market — the lower income groups in higher 
risk areas. Many of the alternative activities that could be 
undertaken with CDBG funds did not offer comparable leverag- 
ing opportunities. Private funding was not likely to be avail- 
able to fund social service activities or to install street 
lights or repair sewers. Housing rehabilitation, on the other 
hand, held out the promise of assistance from the private sec- 
tor that could result in a total public-private investment far 
larger than what could be spent through CDBG funds alone. 
Further, unlike some other activities that could be undertaken 
with CDBG funds (such as the building or renovation of senior 
citizens' or multipurpose centers), housing rehabilitation 
also increased the city's tax base. In sum, many CDBG recipi- 
ents came into the program with an interest in housing reha- 
bilitation and found these Federal funds a useful vehicle for 
implementing a variety of local development objectives. 


Allocations and Program Models 


Allocations 


An important caveat is necessary before proceeding with 
this discussion of CDBG-funded rehabilitation programs. With 
the burgeoning rehabilitation efforts of the 1970 's, an analy 
sis of rehabilitation carried out with CDBG funds covers only 
a portion of a much larger process going on in cities , sub- 
urbs , and rural areas. The CDBG-funded rehabilitation may 
represent the major share of the rehabilitation occurring in 
a particular jurisdiction or only a minor part of the action. 
This analysis cannot always discern the role of CDBG-funded 
rehabilitation in a locality's total rehabilitation picture; 
it is a study of the rehabilitation aspects of the CDBG pro- 
gram, rather than the housing rehabilitation process per se 
in these jurisdictions. There may be other federally funded 
rehabilitation activities in many of these jurisdictions, as 
well as State or locally financed efforts. In addition, much 
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of th© rsh.abilita.ti.on is without bsnsfit of dirsct goYsmitisn— 
tal assistance. There is gold in the Capitol Hill's and other 
renovated older neighborhoods which are attracting middle and 
upper income people to areas with older housing in what are 
becoming fashionable locations in cities throughout the coun— 
try. And in a number of cities much of the privately financed 
rehabilitation ranging from cosmetic to gut rehabilitation — 
has been carried out in conjunction with the conversion of 
apartment buildings to condominiums. 

Thus, a significant amount of the rehabilitation puzzle 
in many of these places does not emerge from this discussion 
and the number and size of the missing pieces often is not 
known. Where other rehabilitation efforts are in some way 
"coordinated" with CDBG-funded activities, their presence is 
noted. Otherwise, non- CDBG-funded rehabilitation initiatives 
are beyond the scope of this study. 

As noted in chapter 5 , by the fourth year of the CDBG pro- 
gram every jurisdiction in the sample had allocated funds for 
at least one rehabilitation program in at least one of the pro- 
gram years. From the outset, most of the sample jurisdictions 
designated funds for this activity. In each program year, 
there was a small increase in the number of jurisdictions that 
allocated CDBG funds for this purpose. Not only has the niomber 
of jurisdictions involved in rehabilitation increased over the 
4 program years, but the level of expenditures has also in-. 
<^^®^sed, going from $78.4 million in the first program year to 
$212.8 million in the fourth program year. 


Program Models 


CDBG funds were allocated for a wide variety of rehabili- 
tation activities. 8 Most of the programs were directed at 
single-family units (by HUD definition these involve struc- 
tures with one to four dwelling units) . Among the individual 
programs identified by associates , 100 were directed exclu- 
sively toward single- family, owner-occupied homes; an addi- 
tional 27 provided assistance to single-family dwellings that 
were owner or renter occupied. Twenty-seven programs were 
for the rehabilitation of multifamily structures. Thirty-one 
provided assistance to both single-family and multifamily 
structures. 


8. The program models discussed here involve rehab going 
beyond the "surface" programs, such as those involving distri- 
bution of free paint, to homeowners. 
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There appears to be a variety of explanations for the 
preference for single- family homes. In a nxmiber of the ju- 
risdictions, most of the housing stock, particularly the 
older housing which is most likely to be in need of rehabil- 
itation, is in single- family structures. Even in jurisdic- 
tions with substantial amouns of older multifamily housing, 
however, there was a tendency to begin to tackle single- 
family structures. This approach was designed, in part, to 
avoid the problem of displacement (see discussion below) 
and the social and political problems it had caused in ear- 
lier revitalization efforts. Single-family programs were 
also seen as less complex and easier to get underway than 
those involving larger structures. 

Among the single- family programs a variety of funding 
approaches was used; (1) grant programs; (2) direct loan 
programs; (3) interest subsidies; (4) loan guarantees; and 
(5) combinations of these. In the multifamily activities 
the programs generally involved interest stabsidies and pub- 
lic housing renovation. With the exception of public hous- 
ing renovation, the rehabilitation programs tended to be 
part of a neighborhood conservation efforts. However, some 
specialized and limited programs — such as weatherization , 
energy conservation, and paint-up, fix-up programs — tended 
to be spread more widely within a community. 


Single-Family Programs 


Homeowner Grants . This is the single- family program 
which almost invariably is designed to assist owner-occu- 
pants , rather than absentee landlords who are renting out 
their homes. In some cases, the occupants may be renters in 
structures of up to four units. Generally, the assistance 
is in the form of a front-end grant to the property owner, 
which may cover part or all of the cost of rehabilitation. 

In some instances, the grant is provided in the form of a 
cash rebate to reimburse the homeowner for expenses in- 
curred in the rehabilitation process. 

Generally, the grant programs tend to set income ceil- 
ings for participation to insure that the beneficiaries are 
lower income households. 

The scope of the rehabilitation permitted is usually 
the local code standards and is frequently related to a code 
enforcement program. However, the programs often include 
some cosmetic repairs as well to increase the effect of the 
renovation on the surrounding neighborhood or to increase 
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the appeal of the program for property owners. In Rochester, 
for example, rehabilitation activities were not limited to 
code-related repairs. However, grant recipients were re- 
quired to bring the property up to health and safety stand- 
ards before using grant funds for other rehabilitation work. 
In Charlottesville, permissible improvements beyond code re- 
quirements included smoke and heat detectors, ramps and spe- 
cial plumbing for the handicapped, painting, caulking, insu- 
lation, and storm windows. The Marlborough, Mass., associate 
reported that homeowners must bring their properties up to. 
code standards , but once having done that they may use grant 
funds for other eligible activities, including roofing, sid- 
ing, and insulation. In program year 3, Florence, S.C., al- 
located $90,000 for a rehabilitation grant program which 
combines the following general characteristics. 


Capsule A-1. Florence, S.C . 

Those eligible for the rehabilitation program are owner- 
occupants in the low- income category. Although there is no 
official limit on the maximum income which can qualify for the 
program, low income is defined as below $4,900 per year for a 
family. The maximum grant is $10,000 which contemplates sub- 
stantial improvements. The purpose of the rehabilitation is 
to bring the structures at least up to local code standards. 
Improvements unrelated to code requirements may be made if the 
$10,000 limit is not exceeded, but city officials do not an- 
ticipate that funding will be available for much cosmetic work. 


The grant approach may be adopted for a variety of rea- 
sons. In some cases, the jurisdiction has determined that 
leveraging of private loan funds to cover the full cost of re- 
habilitation is not -feasible. Local officials or lenders may 
have concluded that such loans are not a good risk, because of 
low incomes of the property owners , the condition of the struc- 
tures, or the character of the neighborhoods where such loans 
might be made. Where local officials were unsuccessful in ob- 
taining the participation of lenders, they often developed the 
grant program as an alternative way of assisting property own- 
ers. For example, the Philadelphia associate reported that 
the city made some, efforts initially to involve private lending 
institutions, but was unsuccessful because of the low-income 
eligibility limits of the program and the provision of the 
city ' s program which, enables anyone in a designated geographic 
area to qualify for a loan, regardless of income. In other , 
jurisdictions, local officials did not intend to involve pri- 
vate lenders becausie they decided at the outset that they 
wished to assist lower income property owners who might not be 
able to repay a loan no matter how low the interest rate. The 
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Rochester associate reported, for example, that local offi- 
cials did not attempt to involve lending institutions in the 
component of the city's program focused on the rehabilitation 
of one- to four-family units occupied by low-income families. 

In a few jurisdictions rehabilitation grants have a 
broader purpose than only assisting lower income people. The 
use of grants has been an incentive to keep middle-income fam- 
ilies in or attract them to older neighborhoods where the 
housing is in need of renovation. Jacksonville's Springfield 
Homestead Rehabilitation Grant Program, which began with a 
$100,000 allocation in the third program year, is illustrative. 


Capsule A-2. Jacksonville, Fla . 

The Springfield Homestead Rehabilitation Grant Program 
is designed to attract new home buyers into the Springfield 
area. Each grant is for $2,000 which may be used by new home- 
owners to bring their property into compliance with minimum 
housing code standards or, if in compliance, for other physi- 
cal improvements such as electrical, plumbing, or structural 
work. Homeowners must agree to reside in the property for a 
minimum of 36 months after completion of the rehabilitation 
work. If the agreement is broken, the grant must be repaid 
in full. The program places no income level restrictions on 
eligibility. Assistance is available to all new homeowners 
within the designated area. 


The neighborhood stabilization approach is used in Wor- 
cester, Mass., which has allocated about $1.75 million for 
rehabilitation since the program started. This program pro- 
vides grants to families with adjusted gross incomes up to 
$17,500. The neighborhoods targeted for assistance have a 
mix of income groups and it was felt that to achieve neigh- 
borhood stabilization funds must be made available to a broad 
range of income groups and not just to lower income residents. 

Homeowner Direct Loans . Like the grant programs , direct 
loans are also oriented toward single-family housing, empha- 
sizing rehabilitation to code standards but also allowing 
noncode improvements. The potential recipients are usually 
owner-occupants , although these programs are more likely to 
permit participation of absentee owners than the grant pro- 
grams. This approach is modeled after the Federal section 
312 program. The local government administers the program 
and makes the loans, as under the section 312 program. Prop- 
erty owners pay a significantly lower interest rate than they 
would pay at a lending institution; in some cases as low as 
1 percent and in others as high as 5 or 6 percent. 
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Generally the CDBG funds are put into a revolving fund; 
as loans are repaid, the funds are reloaned to other eligi- 
ble property owners. This program does not involve leverag- 
ing of private funds, but depends entirely on CDBG funds. 

In some cases local officials adopted this approach at the 
outset because they believed the CDBG funds available for 
rehabilitation were adequate to meet the iimnediate needs and 
it was not necessary to leverage private funds. For example, 
the associate for Alma, Mich., reported that city officials 
felt that the CDBG and section 312 funds would enable them 
to handle their rehabilitation needs adequately. Others 
determined that the negotiation process with lenders was too 
time-consuming or they were unable to secure their 
involvement. 

Direct loan programs tended to be focused on moderate- 
and middle- income property owners , who would be expected to 
be able to repay the loans at the reduced interest rate. 

Most of these programs had income ceilings for eligibility 
which were higher than those in the grant programs, thus 
making some middle-income households eligible. Dade County's 
single-family rehabilitation loan program contains several 
variations of the direct loan concept. 


Capsule A- 3. Dade County, Fla . 

Under this single program, four different loan programs 
are available, three of which involve direct CDBG loans to 
property owners: (1) a 3 percent CDBG loan; (2) 3-percent 
CDBG deferred-payment piggy-back on a 312 loan; and (3) emer- 
gency loans. Private lenders were not willing to participate 
in programs focused exclusively on low- and moderate- income 
households. All of these options are limited to low- and 
mode rate- income owner-occupants of single-family homes. The 
work must first meet all requirements of the county's code; 
thereafter various structural or cosmetic improvements are 
permitted up to 25 percent of the loan, except that the emer- 
gency repair loans are limited to the correction of housing 
code violations considered to be presently or potentially 
hazardous. The 3-percent CDBG locin alone, or as a supplement 
to a section 312 loan, may not exceed $17,400. The emergency 
repair loans are limited to $5,000, and the payments are de- 
ferred until the property changes ownership. 


In most cases, the direct loan programs operate indepen 
dently of other rehabilitation programs. However, in some 
cases they were linked with grant programs. In Alma, Mich., 
the maximum grant available is $5,000 and the maximum loan 
is $3,500 at a 3-percent interest rate for a maximiim of 15 


4-13 




vears. In Durham, N.C., a combination plrogram is designed 
to orovide some assistance to moderate-income property owners 
^.'ho*do not qualify for a 100-percent grant. The maximum loan/ 
arant coipJ^ination in that city is $7,200, half ant and half 
loan. The Portland, Maine, associate also reported that the 
citv provides combinations of loans and grants as well as 
separate loans and grants to different property owners. 


Homeowner Leveraged Interest Subsidies . This model is 
similar in many ways to the "direct loan" program. The fi- 
nancial assistance involves a reduced interest rate on a 
rehabilitation loan. The difference is that the loans are 
made by private lenders , with CDBG funds used to psy the in- 
terest subsidy to lower the interest rate from the market 
interest rate to anywhere from 1 percent to 6 or 8 percent. 
Thus, this approach relies on leveraging of private loan 
funds. Local officials seek through this vehicle to multiply 
the funds avialable for rehabilitation by drawing on the re- 
sources of lending institutions. Lenders, on the other hand, 
participate in such programs for a variety of reasons , in- ^ 
eluding the protection of prior investments they may have in 
the areas involved and their confidence in the eibility of 
local officials administering the program. The Durham asso- 
ciate reported that local officials attributed a local lend- 
ing institution's willingness to provide assistance to (1) 
civic service/community improvement norms, (2) the fact that 
this was the city's leading locally headquartered bank, and 
(3) the small amount of money involved — a $35,000 potential 
commitment at that point. 


As in the direct loan programs , the leveraged programs 
tend to be focused on moderate- and middle-income groups as 
the intended beneficiaries of the program. The programs 
often operate independently of other rehabilitation programs 
and attempt to provide adequate loan funds to bring the 
structures up to local code standards , with additional es- 
thetic improvements permitted in some jurisdictions. Pitts- 
burgh's Home Repair Loan Program provides an example of the 
interest subsidy technique, involving loans from financial 
institutions. 


Capsule A-4. Pittsburgh 

The Home Repair Loan Program makes private loans avail- 
able to single-family homeowners at a subsidized interest 
rate of 3 percent. The loans are made by private lending 
institutions and the interest subsidy is financed with CDBG 
funds. The program is available to homeowners with less 
than $15,000 ^nual income. While the program specifies the 
income qualifications for the potential applicants , the par— 
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participating bank determines on the basis of its own credit 
standards, the "bankability" of the individual loan appli- 
cants. Under this program, the participants may borrow up 
to $12,000 for a single-family dwelling, although the average 
size of the loans has been about half that figure. Homes 
must be brought up to code standards before other cosmetic 
improvements may be made. 


Homeowners Loan Guarantees . A final common approach to 
assisting single- family homeowners is through guaranteeing 
loans that are made by private lenders. This approach also 
involves leveraging of private loan funds. Some local offi- 
cials have found guarantees to be a more effective leverag- 
ing device than interest siabsidies. The incentive for lend- 
ers to participate is that CDBG funds guarantee the loans in 
case of default by the property owner. CDBG funds are set 
aside and often deposited in participating lending institu- 
tions to guarantee 100 percent of the loan or some portion 
thereof. For example, in DeKalb County, Ga. , the associate 
reported that a savings and loan association agreed to ad- 
vance loan funds in an amount four times the CDBG funds 
placed on deposit there. In the latter instance, private 
mortgage insurance is sometimes used to provide further pro- 
tection for the lenders. In the event of loss to the lender 
upon default and foreclosure on the loan, the CDBG funds are 
used to reimburse the lender, wholly or partially. 

Again, these programs tend to be focused on moderate- 
and middle-income recipients. On occasion, they are coupled 
with an interest stabsidy, to provide further assistance to 
the homeowner beyond the granting of the loan itself. As in 
the earlier programs, local officials usually require that 
buildings be brought into compliance with local codes , and 
they sometimes permit part of the loan to be used for es- 
thetic improvements as well. St. Louis' Short Term Loan Pro- 
gram is illustrative. It is a communitywide program designed 
primarily for the conservation and rehabilitation of private 
properties where home loan credit is not available. 


Capsule A- 5. St. Louis 


The city provides $600,000 of CDBG funds as a loan guar- 
antee ($500,000 of second-year funds and $100,000 of third- 
year fiinds) on deposit in six banks as collateral, "rhose el- 
igible for assistance include qualified nonprofit neighbor- 
hood organizations and developers sponsored by them, as well 
as qualified individuals. Qualifications essentially are 
those determined by the individual bank' s criteria — those 
which characterize the customer as "bankable." The banks 
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make short-term construction loans to finance the rehabilita- 
tion. All or a portion of the loan is guaranteed by the CDBG 
funds. The city's maximum liability for any single loan is 
$30,000 per owner-occupant or $60,000 per contractor or de- 
veloper. _ In the case of developers , as soon as the property 
is rehabilitated and sold, repayment of the loan has first 
priority on proceeds from the sale. 


Multifamily Programs 


Multifamily Interest Subsidies . This type of program 
provides assistance to rehabilitate multi family structures — 
those containing five or more dwelling units. There is gen- 
erally no requirement that the owner be an occupant of the 
building or that the owner ' s income not exceed a designated 
amount. As in the single-family program, this interest sub- 
sidy program involves leveraging of private funds. The Min- 
neapolis associate reported that the city contemplated sub- 
sidizing 1 or 2 percentage points, while the Boston associate 
reported that $300,000 would be used to lower the interest 
rate to 3 percent. The loan program may be targeted on low-, 
moderate-, or middle- income neighborhoods, although few such 
programs are targeted exclusively on low-income neighborhoods. 
Usually neither the property owner's income nor the tenant's 
incomes are considered for determining eligibility. In a few 
instances, however, local officials have required that some 
portion of the post-rehabilitation tenants be lower income 
households — usually assisted with section 8 rent subsidies. 

Although section 8 subsidies are sometimes coordinated 
with this type of program, these programs tend to operate 
independently. The standards for multifamily rehabilitation 
are usually code enforcement, with some programs permitting 
esthetic improvements as well. New York City's Participa- 
tion Loan Program is an example of this type of program. 


Capsule A- 6. New York City 

The purpose of the Participation Loan Program is to pro- 
vide ^ ^ incentive for private financial institutions to make 
rehabilitation loans in the city. This is done by pooling 
CDBG funds which bear a nominal interest rate of 1 percent 
with bank funds bearing the market interest rate. The combin- 
ation of CDBG fluids and bank funds provides an interest sub- 
sidy, keeping the effective interest rate below market levels. 



4-16 


o r wers thus are able to upgrade their property while keep- 

J^^ketable levels. These loans are avail- 
building with eight units or more. The income of 
the tenants in these buildings is not restricted. However 

Snants^ ^ subsidies to lower income' 

selected by the Housing Authority according to its 

^ moderate rehabilitation program 
rather than a gut rehab effort, although there is no fixed 

rehab and no formal maximum on the amount 
Of CDBG assistance to be made available to an individual 
property owner. 


Public Housing Programs . Another type of multi family 
program provides assistance to rehabilitate public housing. 
Assistance is provided in the form of a direct grant to the 
local public housing authority, which selects housing devel- 
opments for rehabilitation and administers the program. Pub- 
lic housing authorities are involved in CDBG-funded rehabil- 
itation activities in Chicago; Denver; Allegheny County, Pa. ; 
Mt. Vernon, N.Y.; St. Louis; and several other jurisdictions. 
Generally, both interior and exterior renovations are under- 
taken, often going beyond code requirements. For example, 
work carried out by the St. Louis Housing Authority varies 
from supporting paint-up and clean-up efforts to major plumb- 
ing and wiring work. No leveraging of private loan funds is 
involved, but several jurisdictions have coordinated their 
public housing rehabilitation programs with HUD public hous- 
ing modernization funds. 

There are usually no formal limits on the amount of as- 
sistance per unit or structure, but the scope of the work 
and the dollars available impose constraints. Although the 
local public housing authorities administer the programs, in 
some cases tenants are involved in the rehabilitation proc- 
ess. In Dade County, Fla., improvements are suggested or 
approved by public housing Tenant Council meinbers, and in 
St. Louis tenant management crews are involved in apartment 
renovation. 


Summary 


Viewing the types of rehabilitation programs overall, 
they tend to be based on the models of the preexisting Fed- 
eral programs, although program details vary among jurisdic- 
tions and thus reflect the decentralization^ objective of the 
CDBG program. Rather than using Federal criteria for size 
of loans, depth of interest subsidy, income eligibility 
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levels, scope of rehabilitation, and other program character- 
istics, jurisdictions are able to tailor the programs to meet 
their own needs. The result is a series of models that in- 
dicate general approaches , but which have far more varia- 
tions that were possible before the CDBG program. 


Implementation 


In this section the problems of carrying out housing 
rehabilitation programs are analyzed. Implementation prob- 
lems for housing rehabilitation are generally more complex 
than for other CDBG activities (see chapter 7) . A housing 
rehabilitation program usually requires involvement of vari- 
ous governmental agencies , as well as private lenders , con- 
tractors, and property owners. The complexity of the process 
resulting from the multiplicity of decisions and decision- 
makers involved explain in large part the problems of execu- 
tion in rehabilitation programs. 

Execution problems are discussed here in terms of the 
several functions that must be performed and the administra- 
tion-coordination problems that result in carrying out the 
functions . 


Rehabilitation Functions 


The most basic function is the planning, design, and ad- 
ministration of the program, which is usually performed by 
the local government. This can also be undertaken by other 
entities, including State agencies or private nonprofit or- 
ganizations, which are sometimes formed for this purpose. 

After the basic program is designed, the organization which 
administers the program must develop policies and procedures 
for the program. Then it must carry out the day-to-day ac- 
tivities , such as publicizing the program providing technical 
assistance to property owners contemplating rehabilitation, 
and reviewing applications for assistance under the program. 
The review process may include evaluating the plans and speci- 
fications for the job, determining the eligibility of the 
property owner and the property under the program's guide- 
lines, and evaluating the economic feasibility of the pro- 
posed rehabilitation. This set of tasks, like many others, 
i c more complex in the case of multifamily structures than 
single-family programs. 
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There must also be standards which determine the level 
of ^®habilitation that is to be done, as well as a means for 
enforcing these standards. The establishment and enforce- 
ment of physical standards is primarily a function of local 
government, although State and Federal governments may also 
play a role in establishing the standards. The basic stand- 
ards comprise the local housing or building code, although 
local government may require a higher standard to be met in 
a particular rehabilitation program to insure that there 
be esthetic improvements as well as compliance with 
basic health and safety standards. The local building de- 
partment or a comparable agency usually is responsible for 
enforcing the designated standards in renovated structures. 


Another basic function is financing — the capital and 
credit for rehabilitation projects. Traditionally, rehabil- 
itation financing has come from private lending institutions, 
such as savings and loan associations. Recently, State hous- 
ing finance agencies have also begun to make such financing 
availa.ble, either directly to property owners or indirectly by 
making funds available to lending institutions for this pur- 
pose. Since the 19 60's local governments have also made fi- 
nancing available through the use of Federal funds under the 
section 312 loan program and the section 115 grant program. 
Rehabilitation is now also financed from CDBG funds allocated 
by local governments for this purpose, in the forms discussed 
earlier (loans, grants, interest subsidies, and loan guaran- 
tees). Because of the scale of the activities , financing ar- 
rangements for multifamily projects are likely to be more^ 
complicated than providing credit for single-family rehabil- 
itation. 


Closely related to the financing function is the ques- 
tion of subsidy. Often, if low- and moderate- income property 
owners or tenants are to benefit from the rehabilitation, 
some form of subsidy is necessary to make the cost of the re- 
habilitation itself affordable or to stabilize the cost of 
occupying the dwellings in the post-reh^ilitation period. 
Subsidies may also be used as an incentive to encourage 
ticipation by property owners in the program or to reduce the 
risk for private lenders participating in the program. 

Again., several levels of government may help to fulfill t ese 
functions. For example, the Federal section 312 program low- 
ers the cost of rehabilitation by providing the property 
owner with a loan with a below-market interest rate. imi 
larly, local governments may use CDBG funds to make loans a 
reduced interest rates or provide partial or total grants. 
State housing agencies may also operate such subs ^ ^ ^ „ 

For lower income tenants, the Federal ^vernment ® ®®ftion 8 
rent subsidy program may be used to help pay the 
that may result from rehabilitating an apartment building. 
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The complexities of the section 8 program itself, with separ- 
ate programmatic requirements and two contractual arrange- 
ments (landlord-housing authority and landlord-tenant) make 
the subsidy process more complex in the multifamily context - 

Also closely related to the financing question is in- 
surance . Fire and hazard insurance must be available for 
these structures. Without such insurance, private financing 
will probably not be available since the lack of insurance 
coverage threatens the lender's security interest in the 
property. 

The renovation requires that construction be performed 
by contractors that are competent and experienced in resi- 
dential rehabilitation. Not only are experienced and bonded 
contractors needed, but an adequate supply of skilled trades— 
persons — electricians, plumbers, carpenters, etc. — are need- 
ed. Again, this task may be more complicated if multifamily 
buildings are involved, especially if renovation of major 
components such as heating and plumbing systems need attention. 

If the physical rehabilitation is going to displace 
current occupants temporarily while the work is being done 
or permanently because of the increased costs of occupying 
the dwelling units, then relocation services may be needed 
as well. Such services are more likely to be needed in mul- 
tifamily programs. A relocation program that operates in 
conjunction with the rehabilitation effort minimizes the 
hardships faced by those displaced by the program. This re- 
sponsibility is generally assumed by the local government as 
part of administering the program. If the program is fed— 

it is required of the local government under 
the Uniform Relocation Act. 


A final functional ingredient is the participation of 
property owners. They must take the initiative and apply 
for assistance. Often they must also seek private financ- 
ing, locate a contractor, and make sure that the work meets 
applicable st^dards. A rehabilitation program generally 
cannot get off the ground without the participation of prop- 

if the participation is involuntary and 
J enforcement. Without such participation, 

a reh^ilitation program may be limited to publicly owned 
structures. 

hahi 1 *^**®r® functional pieces to the re- 

to available and 
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Program Execution Administrative Problems 


The obstacles encountered in carrying out rehabilita- 
tion programs are related to almost all of the functions dis- 
cussed above. Rehabilitation execution problems may be clas- 
sified in two broad categories — local administrative problems 
and problems of intergovernmental coordination; these two 
categories cut across the functional complexities discussed 
above. A significant number of jurisdictions ran into major 
problems which fell in the first category. 

The local administrative problems cited most frequently 
by associates fell into two . categories : (1) staff capacity 

and complexity of program design, and (2) inability of the 
CDBG administering agency to obtain cooperation for carrying 
out rehabilitation from other local agencies and the private 
sector (financial institutions, contractors, and the property 
owners themselves) . 

Staff Capacity /Program Design Problems . Many jurisdic- 
tions encountered serious problems of staff capacity and pro- 
gram design, particularly in the early stages of formulation 
and execution of rehabilitation programs. The program design 
problems generally related to the complexities involved in 
bringing together all of the pieces of the puzzle described 
earlier. Only a general outline of a rehabilitation program 
is needed to secure HUD approval of funding for it and that_ 
broad plan could be developed by planners or others responsi- 
ble for preparing the CDBG application. However, when it 
comes time to operationalize the program, staff with rehabil- 
itation expertise is needed. In many jurisdictions this ex- 
pertise was in short supply when the program was set up. Of 
the 54 jurisdictions where associates reported implementation 
problems with their housing rehabilitation programs, 17 cited 
lack of staff expertise as a problem and 8 mentioned a lack 
of sufficient numbers of staff to administer adequately the 
program. In all, associates in a third (19) of the sample 
jurisdictions reported one or both types of these staffing 
inadequacies. The Houston program, which involves direct 
grants to single-family home owners, grants for pviblic hous- 
ing units, and loans for investor-owned properties, illus- 
trates this problem. 


Capsule A-7. Houston 

The technical complexities involved in reducing the very 
general mandate contained in the first-year plan to hard 
specifics that could be acted on seem to have exceeded the 
capacity of the newly formed CD Division. Inexperience with 
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Federal rehabilitation programs accounted for some of the 
fumbling, and little was known about the lessons learned 
elsewhere about code enforcement and rehabilitation activi- 
ties. Procedures recommended by the CD Division for loans 
and grants often showed little appreciation for the legal 
complexities that ultimately confo;inded the City Attorney's 
Office. And, despite the use of expert consultants who re- 
commended some of the conventional wisdoms learned elsewhere, 
the staff preferred to continue to attempt to innovate its 
own program. 


The increased scale and variety of rehabilitation pro- 
grams started with CDBG funds required virtually a whole 
start-up process in many jurisdictions. This was aided in 
some jurisdictions by prior experience and existing local ex- 
pertise, but there was still a frequent need for more and 
different kinds of staff and new policies and procedures. 

For many programs this meant a year or more before the pro- 
grams were ready to be implemented. The Miami Beach exper- 
ience is illustrative. In its first CDBG rehabilitation pro- 
gram, Miami Beach attempted to implement a program aimed at 
multifamily structures. After 4 years of planning, the city 
has yet to implement the program. The associate quoted one 
local official as follows; "Unfortunately, ignorance and 
inexperience were the greatest obstacles in getting this re- 
habilitation program started. We had no experience, we 
didn't put aside any time for preliminary planning, and we 
approached it like a group of amateurs." Interestingly, 
while lack of staff was the more common problem, in Cleve- 
land the associate reported that the rehabilitation program 
was overstaffed because local politics dictated that the 
model cities staff be absorbed into the CDBG budget. 

Although start-up problems relating to staffing and ini- 
tial program design were common, 12 of the 19 jurisdictions 
that reported staffing problems also reported that the juris- 
diction had responded to the problem by hiring additional 
staff, replacing inadequate staff, or through the improvement 
of the existing staff. 

Complexities in program design also resulted in execu- 
tion problems and in some cases resulted in the expenditure 
of CDBG funds without accomplishing siibstantial amounts of 
rehabilitation. In Los Angeles,- for example, one of the re- 
habilitation programs spent $760,000 in the first 2 years 
without closing any rehabilitation loans. As a result, an 
outside expert was brought in and the program was completely 
revamped to provide increased leveraging potential and less 
red tape. 
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In Philadelphia, the associate pointed to an array of 
programmatic requirements that impeded the progress of that 
city's family loan and grant programs, most of which were not 
fxanded until the third or fourth program years. 


Capsule A- 8. Philadelphia 


Local officials cited the following problems: (1) pro- 
gram regulations which required that large amounts of staff 
time be devoted to monitoring and writing up program reports; 
(2) contract requirements; (3) the city charter, which re- 
quires the city controller to approve all disbursements, add- 
ing up to 45 days to the time in which contractors are paid; 
and (4) affirmative action requirements, which made it dif- 
ficult to find suitable contractors because minority contrac- 
tors were scarce and those that were available could not oper- 
ate under the terras on which the city deals with them. These 
problems contributed to less rehab work being accomplished 
than had been originally planned. Critics charged that the 
programs were generally overadministered, complicated by ex- 
cessive red tape, and unworkable as a result. 


Program Execution--Coordination and Cooperation Problems 


In a number of jurisdictions, associates reported sig- 
nificant problems of bringing together the various local agen- 
cies whose participation in the rehabilitation programs was 
needed. As indicated earlier, cooperation among public agen- 
cies is needed to make the program work. The San Jose exper- 
ience illustrates the complexities involved when a number of 
city agencies must function in a coordinated way to implement 
a rehabilitation program. The city administers a loan-grant 
program which involves city inspections before the financial 
assistance is made available from the city and the cooperat- 
ing lending institutions. 


Capsule A-9. San Jose, Calif . 

The City Attorney's office, which was responsible for 
negotiating the arrangements with the banks, was very slow in 
getting the details with the banks worked out. City build- 
ing inspectors are assigned to check Property and Code En- 
forcement rehab jobs. The Housing Division works with the 
Planning Department when an owner is being assisted in the 
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purchase of a city-owned house (which will be moved to ttie 
site of the badly deteriorated existing home). The city's 
Housing Appeals Board, appointed by the City Council, is 
involved in the rehab loan program when it is necessary to 
force owners in the mandatory code enforcement target area 
to comply with the city housing standards. As a result, 
in the third year the program was moving slowly as the city 
was still trying to work out the various coordination 
problems . 


In other jurisdictions, competition between agencies 
surfaced in the process of allocating responsibility for 
rehab programs. Atlanta, for example, experienced serious 
delays for the first 2 years in implementation of its reha- 
program because of antagonisms between two local 
agencies which shared responsibilities for the program ad- 
ministration. In the third year, complete responsibility 

was assigned to one agency and the program began to get 
moving. ^ ^ 


Institutions . The most prominent financing 
problem was in securing participation by private lending in- 
leveraged programs. In many programs which 
contemplated participation of lending institutions, this 
commitment was either not secured or was slow in coming. 

l?cal officials solicited the partic- 
irSm H institutions in the rehabilitation pro- 

gram, but the lenders refused to become involved. In 11 

cS? the™ was t luff±- 

cient financial incentive to participate in the proaram Tn 

were suspicious of anv«ar-nmor,4-^^ other instances, lenders 

heeo.e iSvoir. -- - 

en=es’^e1uSstrSlv?''^ih“sicS‘'Stf"' 

loans and grants for low ^ ^ program provides 

the major Ihare of the IilocJ??o Carbondale , 

for single-fj^fly hoSling! 
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Capsule A- 10. Sioux City/ Iowa 

Sioux City made several efforts to involve private lend- 
ing institutions in its housing rehab programs , but local 
lending agencies wanted no part of it. The problem stemmed 
from their reluctance to invest in low-income neighborhoods 
and to lend money to those in the low- income category. Hous- 
ing market values in the neighborhoods and the ability of 
low-income people to repay the loans were the factors in- 
volved in this issue. 


Capsule A- 11. Carbondale, 111 . ' 

In the first year, discussions were held between local 
CDBG officials and the private lending institutions about 
private- sector involvement in efforts to alleviate the low- 
and moderate-income housing shortages in Carbondale. The re- 
sponse of the private sector ranged from noncommittal to un- 
interested. Since then nothing has changed. According to 
the associate, local lending institutions are very conserva- 
tive. Frequently, middle-class residents go to surrounding 
towns and cities to obtain loans for homes in Carbondale when 
the local lending institutions would not provide the necessary 
financing. 


Even in those communities where lenders agreed to partic- 
ipate in CDBG-funded rehabilitation programs, there were de- 
lays in the initial negotiations between local officials and 
the lenders. Associates for eight jurisdictions listed delays 
in the initial negotiations as an obstacle to implementation. 
This was one of the major problems in getting the Miami Beach 
program underway. The problem was particularly complex since 
this was to be an exclusively multi family program, with par- 
ticipation limited to owner-occupants or investor-owners of 
structures with five or more units with section 8 rent sub- 
sidy commitments. 


Capsule A-12. Miami Beach, Fla . 

The alternative ways for involvement by private lending 
institutions in Miami Beach's rehab loan program are still 
being discussed. Points being negotiated currently are a 
consortium versus a single-institution approach, the percent- 
age rate of interest subsidies, and administration fees. A 
highly significant factor contributing to the long delay was 
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the unwillingness of financial institutions to participate. 
Now, with substantial rehab available and HUD actively en- 
couraging financial institution involvement, banks are show- 
ing more willingness to participate. 


Even where lending institutions have agreed to partici- 
pate, individual property owners have sometimes had difficul- 
ty securing private financing for their renovation. Chicago 
is illustrative. The lack of adequate private financing has 
been an obstacle in the city's program to rehabilitate multi- 
family housing. The city provides a 50 percent grant for the 
rehabilitation, but sponsoring community groups that have 
sought loans to finance the rest of the cost have generally 
been unsuccessful. 

# 

Contractors . Eighteen jurisdictions experienced dif- 
ficulties relating to the involvement of the private con- 
struction contractors. Nine jurisdictions noted that con- 
tractors who participated in the rehabilitation program did 
not perform adequately because of delays, cost overruns, or 
shoddy work. Nine jurisdictions encountered a lack of quali- 
fied, experienced contractors willing and able to undertake 
rehabilitation work of the scope and type that the program 
required. Three jurisdictions noted that the contractors 
lacked a sufficient financial incentive to abandon new con- 
struction or large-scale gut rehabilitation work to partici- 
pate in smaller scale CDBG programs. In two jurisdictions, 
contractors who were willing to undertake small-scale resi- 
dential rehabilitation work were unable to obtain adequate 
bonding and insurance. 

Property Owner Participation . The reluctance of prop- 
erty owners to participate in rehabilitation programs was an 
important impediment to progress in many of the jurisdictions 
studied. 

Many jurisdictions encountered the problem of "fear of 
filing" — eligible property owners were reluctant to apply 
for grant or loan assistance. One explanation cited by as- 
sociates was mistrust by the property owner of the purposes 
and reliability of the local government. In some cases prop- 
erty owners feared that applying for assistance might result 
in debts beyond their ability to repay, and ultimately the 
loss of their property. The Chicago associate reported that 
"property owners are also reluctant to apply for the program 
because of the lien which the city places on the building 
4 years. Some owners fear that the city eventually 
take their property if they apply for the program. 

^■’’nd it hard to believe that they can get 'something 
hing' from the city." The city of Los Angeles 
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experienced a similar problem with one of its rehabilitation 
projects and developed an incentive program to overcome this 
concern. The city provided an added incentive of a $1,000 
grant, or a grant for 20 percent of the loan amount, which- 
ever is less. 

Associates for 10 _ jurisdictions reported that local 
code enforcement policies had led to a shortage of qualified 
applicants for the rehabilitation program. This problem 
characterized the early stages, in particular, of the Chica- 
go Financial Assistance to Property Owners (CFAP) , which 
provided rehabilitation grants to owners of buildings with 
one to four, units. CFAP was the city's largest CDBG-funded 
rehabilitation program. 


Capsule A- 13. Chicago 

Part of the reason for the shortage of qualified appli- 
cants is that the procedure included an "advisory inspection" 
by a task force from the city's building department. This 
inspection was likely to uncover numerous code violations, 
although violation potices from the building department were 
issued only if electrical and/or other hazardous violations, 
were found by the inspection teams. Even with the "advisory 
inspection" system, the property owner ran some risk of re- 
ceiving a violation notice from the building department and 
a court citation, even if no rehab grant was forthcoming. 

When an inspection led to a notice of code violations but 
no graint, it was unlikely that other property owners in the 
neighborhood would risk applying for a grant. 


Associates for four jurisdictions reported that an ad- 
justment to their code enforcement policies had been under- 
taken to alleviate the "fear of filing" problem. Allegheny 
County, Pa. , made two changes in its Neighborhood Preserva- 
tion Program, the county's major rehabilitation program, pro- 
viding direct loans, interest rate subsidies, and/or major 
grants to single-family homeowners. 


Capsule A-14. Allegheny County, Pa . 

To reduce resident fear of condemnation, the title of 
"housing inspector" (those who went out to make preliminary 
write-ups of needed repairs) was changed to "program aide." 
Also, in the third year, the program was changed from a 
systematic (every house in the target area) code enforcement 
program to a select voluntary participation program. This 


4-27 


change was the result of program input from a citizen ad- 
visory group in the various target areas. 


Problems of Intergovernmental Coordination 


In addition to private-sector loan funds, many rehabili 
tation programs depend on coordination with other Federal or 
State housing programs. Ten of the 54 jurisdictions where 
associates reported implementation problems reported delays 
attributable to difficulties with programs such as section 
312 or section 8 and, generally, with bureaucratic delays in 
achieving coordination. The San Jose associate reported on 
the importance of this form of coordination : "To have a vi- 
able impact in the neighborhoods the city has tried to com- 
bine federal block grant and state housing assistance. The 
coordination of the various housing programs with the city 
target areas has been time consuming and it is only in the 
third year of CDBG that the loan rehabilitation program is 
really getting off the ground." 


Expenditure Rates 


As a result of some combinations of the above problems , 
local officials were not always able to implement the pro- 
gram as quickly as they anticipated, as indicated in the ex- 
penditure rates below for the first 3 program years. The 
data are the percentage of rehabilitation allocations for 
the first, second, and third program years that were spent 
as of approximately September 1, 1978 , a date which was into 
the fourth program year for most jurisdictions but still in 
the third year for some. 

The unweighted mean percentages of allocations for re- 
habilitation spent as of September 1, 1978, were 66 percent 
of first-year funds, 73 percent of second-year funds, and 62 
percent of third-year funds. 

The expenditure data may understate the problems en- 
countered in actually rehabilitating housing. In some cases 
much of the allocation was spent for administrative costs 
rather than financing actual rehabilitation. Also, some 
jurisdictions reprogramed rehabilitation funds when they 
determined that they were unable to spend them during the 
program year. For example, Miami Beach allocated $205,000 
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in its second year for a multi family rehabilitation loan pro- 
gram. Because of delays in implementation, all but $60,000 
of this Slim was reallocated to a redevelopment planning 
project. 

However, the 62-percent expenditure rate of the third 
year, while some jurisdictions were still in that program 
year, suggests that some of the problems encountered in the 
first 2 years may have been alleviated and the programs were 
progressing more smoothly. (It should be noted that the 62- 
percent spending level involved a substantially greater 
amount of funds than in previous years; in the second year 
allocations for housing rehabilitation totaled $93.8 mil- 
lion, increasing to $128.6 million in the third year.) 
Smoother implementation may account for the accelerating 
rate of allocations to housing rehabilitation activities; 
the rates of increase were 26, 37, and 65 percent between 
the program years. 


Summary 


The obstacles to implementation were many and varied, 
particularly at the start-up stages of rehabilitation pro- 
grams. Many of these problems were recognized by local of- 
ficials and in some instances they were able to alleviate 
the problems as the programs proceeded. Staff was added and 
existing staff gained needed experience. Initial resistance 
of lenders began to be overcome and their participation in- 
creased in many programs. In some instances, these kinds of 
changes also resulted in more applications from property 
owners — well in excess of available funds in some cases. At 
the same time, most programs continued to experience delays 
resulting from these impediments and other operational prob- 
lems , as well as difficulties in finding adequate n-umbers of 
experienced contractors . 


Displacement 


Just as this appendix is limited to a discussion of 
CDBG-funded programs, the discussion of displacement is lim- 
ited to that caused directly by CDBG-funded housing rehabil- 
itation. Displacement caused by other elements of the CDBG 
programs, such as CDBG-funded urban renewal, is not consid- 
ered here, nor is displacement caused by local code enforce- 
ment or other pioblic or private activity. 
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In the first 3 CDBG program years, field associates re- 
ported little displacement of low- and moderate- income 
households as a result of the implementation of CDBG-funded 
rehabilitation programs. In 58 of the 61 jurisdictions 
studied, associates reported no displacement caused by CDBG- 
funded rehabilitation. Given the fact that the urban renewal 
programs folded into the CDBG program produced substantial 
displacement of lower income households , the question here 
is; Why has there been so little displacement resulting from 
CDBG-funded rehabilitation to date? 

The principal reason for the lack of rehabilitation- 
generated displacement is that many of the CDBG rehabilitation 
programs were designed to renovate single-family homes. In 
33 of the sample jurisdictions the programs were designed ex- 
clusively to revitalize the single-family (one to four units) 
housing stock; in the other jurisdictions the emphasis was 
also on single-family rehabilitation. There is likely to be 
little direct displacement when the units renovated are 
single-family homes. In most cases, the property owner is 
the intended beneficiary and the expectation is that the 
owner will be able to continue to reside in the home after 
the work is completed. There is some evidence that the selec- 
tion of single-family programs was motivated, in part, by a 
desire to avoid displacement problems. The Pittsburgh asso- 
ciate reported that, "If anything, this jurisdiction has 
deliberately avoided (through the selection of the types of 
rehabilitation programs) having to face displacement and the 
subsequent relocation of low- and moderate-income individuals 
and families." In Durham, where the city carried out only 
single- family rehabilitation during the first 4 years — limited 
almost exclusively to owner-occupants — the associate reported 
a similar phenomenon. 


Capsule A- 15. Durham, N.C . 

Since Durham to date has not applied its rehab program 
to investor-owned structures; there has been no problem of • 
tenants displaced by subsequently increased rents. This fear, 
however, constitutes a major roadblock to any city- sponsored 
rehabilitation of investor-owned structures, since community 
sentiment, rental assistance programs aside, is unwilling to 
accept any changes that will bring about an increase in rents 
for low- income housing. In short, none of Durham's actions 
in the past 2 years have resulted in any actual displacement, 
though the fear of and opposition to such is a strong theme 
in Durham' s lower- iriddme community. 
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Some programs provided for rehabilitation of units oc- 
cupied by renters even though they were single-family struc- 
tures — one to four dwelling units — by HUD's definition. Dis- 
placement seems to have been avoided in these situations as 
well. For example, in Worcester, Mass., where much housing 
rehabilitation is carried out in three-family structures, a 
variety of factors account for the absence of displacement. 


Capsule A- 16. Worcester, Mass . 

There is no known displacement. One reason is that rent 
increases as a result of the combined CDBG grants and private 
sector loans tended to be low. Frequently owners absorb part 
of the debt service and do not pass it all on. The average 
monthly interest cost is estimated to be $18. The city does 
not i’mmediately reassess the rehabilitated units so property 
taxes don't automatically increase. Perhaps more important 
is the fact that much of the rehabilitated housing is three- 
deckers with the owner living in one of the units and rela- 
tives living in other units. If not relatives, the tenants 
and landlord get to know each other quite well and there is 
a reluctance to make large rent increases. Also, and impor- 
tantly , no grant can be made to a property owner who does not 
live in a target neighborhood and no grant can be made to a 
person owning more than seven units . As a result the proper- 
ty owner is usually well known in the neighborhood and is 
subject to the invisible hand of neighborhood pressure. All 
of these factors tend to keep the lid on rent changes and 
consequent displacement. 


Although, as expected, most of the displacement that did 
occur was in multifamily rehabilitation programs; even in such 
programs there was little displacement, in part, because rel- 
atively little multifamily rehabilitation had actually been 
completed in the sample jurisdictions. There were only 11 
jurisdictions where a substantial percentage of the rehabili- 
tation took place in multifamily structures. Only three of 
those jurisdictions experienced displacement, and the amount 
of displacement was small. 

In addition to the lack of substantial multifamily reha- 
bilitation completed, there are several other explanations 
for the lack of displacement in these programs , some of which 
indicate that displacement may remain small even as the pro- 
grams gear up. First, several of the programs involve public 
housing renovation. Second, some jurisdictions have attempted 
to coordinate their CDBG-funded rehabilitation programs with 
the "substantial rehabilitation" component of the section 8 
rent subsidy program. Under earlier Federal programs much 
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of the displacement associated with rehabilitation of multi- 
family housing resulted from the increase in rents that fol- 
lowed the rehabilitation to help pay the cost of the reha- 
bilitation and/or to take advantage of the increased value 
and attractiveness to potential tenants of the building after 
its renovation. To the extent that section 8 subsidies are 
available after CDBG-assisted rehab, the displacement problem 
may be alleviated. The associate for Miami Beach reported 
that, "As a result of loan contract clauses limiting rent in- 
creases, along with required Section 8 commitments, displace- 
ment is expected to be only temporary. It is a written city 
policy that those displaced by the program will be relocated 
in existing housing stock within the NSA (Neighborhood Strat- 
egy Area) . " 

Beyond the use of section 8 subsidies several other ex- 
planations may account for the limited displacement that had 
taken place in multifamily rehabilitation programs. In the 
Housing Improvement Program in Boston, the buildings rehabil- 
itated were generally HUD repossessions which were vacant at 
the time of purchase. In Michigan, State law limits the abil- 
ity of landlords to raise rents. The Lansing associate re- 
ported that, "State law provides some safeguards against us- 
ing rehabilitation funds for speculative purposes and prevents 
raising of rents in such units for specified periods (18 
months) of time." 

Although field associates reported little displacement 
overall in the first 3 program years, some displacement did 
take place in Seattle, Raleigh, and Chicago. However, the 
amount of displacement was small. 

In Seattle, the field associate reported that displace- 
ment was small, but may be growing. In Raleigh, the city ad- 
ministered a single-family loan and grant program beginning in 
the first program year. The associate reported that although 
there was some displacement, it was limited because of the 
small number of rental units rehabilitated. 


Capsule A- 17. Raleigh, N.C . 

Officials acknowledge that a number of the tenants in 
these units have either moved out during the repairs and have 
not come back, or moved out subsequently when the rent was 
raised. They have neither precise figures nor any reliable 
way of following up with these tenants; the problem is aggra- 
vated by the fact that there is a long waiting list for sec- 
tion 8 certificates.: 
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Five associates reported that they expected displacement 
to increase in their jurisdiction as the programs geared up 
to the scale contemplated by the jurisdiction. In addition 
to increases caused by greater scale of operation of these 
programs, there may be other displacement effects that will 
emerge over the next several years of the CDBG program. In 
Jacksonville, the associate reported that displacement is 
anticipated because it is an intended purpose of the Spring- 
field Homesteading Rehab Grant Program. 


Capsule A- 18. Jacksonville, Fla . 

The Springfield Homestead Rehabilitation Grant Program 
is just now being implemented so we can only address the 
potential displacement effects of these $2,000 homesteading 
grants. Gentrif ication is an intended purpose of this pro- 
gram. The transient nature of Springfield's population and 
current abnormal market processes are seen as necessitating _ 
an influx of middle-income families to lend stability to this 
quickly changing "old Southern" neighborhood. Displacement, 
as a result of reconversion of boarding houses to single- 
family homes, is anticipated by city officials to be limited 
and gradual, occurring over several years. 


Multifamily housing is where displacement is likely to 
increase as local programs gain momentum. This may be par- 
tially offset by HUD's 1978 policy to provide extra section 8 
rent subsidy funds for substantially rehabilitated units in 
designated neighborhood strategy areas.’ This linkage between 
CDBG-funded rehabilitation and section 8 rent subsidies may 
reduce the incidence of displacement resulting from multi- 
family rehabilitation. Also, in 1978 Congress amended the 
CDBG legislation to require that displacement in CDBG pro- 
grams be minimized. However, displacement may occur despite 
these efforts at linkage. Lcindlords are not generally under 
a requirement to accept section 8 tenants, even if they have 
signed a contract which makes those subsidies available to 
them. Nor do HUD regulations prevent landlords from raising 
rents if they wish to do so, or from renting only to unsub- 
sidized tenants after the project is completed. Even if 
the landlord accepts section 8 tenants initially, there is 
no requirement as to how long those units are to be made 
available on a subsidized basis. Displacement may thus 
occur when the landlord decides to discontinue participation 
in the section 8 program. Moreover, the "market rent" levels 
that the landlord is able to charge as a result of the reha- 
bilitation may exceed the HUD-established "fair market rents" 
in the area. The fair market rents determine the maximum 


level of subsidy that can be provided for a particular dwell- 
ing unit. If the actual rents are above that level, the pro- 
gram cannot be used to subsidize tenants in that housing 
unit. If some or all of the tenants in the building before 
rehabilitation were low- and moderate-income households, 
these tenants would not be able to remain in, or return to, 
the building with the assistance of section 8 subsidies. 

In short, although there has been little displacement 
to date as a result of CDBG- funded rehabilitation in the 
sample jurisdictions, it remains to be seen what the direct 
and indirect displacement effects will be as these programs 
begin to operate at the scale anticipated by the jurisdictions. 


Conclusion 


Housing rehabilitation has become an increasingly im- 
portant activity in the CDBG program. Not only has the num- 
ber of sample jurisdictions carrying out such programs grown 
slightly each year, but also the amount of funds allocated 
for this purpose has climbed steadily over the 4 program 
years. Although the early program years involved substantial 
start-up problems and reprograming of rehabilitation funds to 
other activities in some cases , by the third and fourth years 
many of the jurisdictions seem to have developed some capacity 
to execute rehabilitation programs, and this may partly ac- 
count for the increasing rate of allocations for housing re- 
habilitation. The very large increase (65 percent) between 
the third and fourth years is also partly the result of the 
major increase in the grants of some sample cities as a re- 
sult of the impact of the dual formula (see chapter 5) . 

Rehabilitation is likely to remain the major activity 
of the CDBG program. The high visibility of rehabilitation 
and its accompanying popularity with local officials and 
residents seem certain to insure its remaining the center- 
piece of many CDBG programs. Also, with the increasing na- 
tional policy emphasis on neighborhood revitalization, hous- 
ing rehabilitation is an activity that appears to fit the 
HUD as well as the local policy choice. 

Over the first 3 years there has been little displace- 
ment of low- and moderate-income people as a result of the 
CDBG-funded rehabilitation programs themselves. This is 
in large part attributable to the fact that many of these 
programs are directed toward single-family dwellings to 
assist current owner-occupants to rehabilitate their homes. 
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Even the multifamily programs did not result in much dis- 
placement in the first 3 years. Some of these involved 
public housing renovation where the costs were not passed 
on to tenants in the form of higher rents. In other in- 
stances the jurisdiction attempted to link the rehabilita- 
tion program to section 8 rent subisidies so that lower in- 
come residents could afford to continue living in their 
apartments. And in many cases, the rehabilitation process 
had simply not progressed far enough to assess the poten- 
tial for displacement from these programs . 

At this point in time, we conclude that the housing 
rehabilitation programs, while generally following the ear- 
lier Federal models, reflect in their many variations the 
decentralization goal of the CDBG program. We are less cer- 
tain about how they fit into the substantive goals of giv- 
ing "maximum feasible priority to activities which will 
benefit low- and moderate- income families or aid in the pre- 
vention of slums and blight." Analysis of such impacts re- 
quires a more intensive examination of program clients and 
neighborhood change than is possible through our monitoring 
research. At this point we can only say that the apparent 
preference for single-family owner-occupants rather than 
rental units (both single-family and multifamily) seems to 
tilt the benefits toward the moderate and above-moderate in- 
come groups. While we have not analyzed the point directly, 
this suggests that the physical impact may be more evident 
in transitional neighborhoods than in the poorer areas of 
a community with concentrations of rental units for low-in- 
come residents. If so, it may follow that the CDBG program 
as currently structured is an inadequate instrument for deal 
ing with more difficult housing rehabilitation problems. We 
are doubtful, however, that any of the other Federal, State, 
or local housing programs or the private sector offer better 
prospects . 
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FIELD SITES AND RESEARCH ASSOCIATES 


The 24 research jurisdictions and the names of the 
associates who provided data and supplementary information 
from each appear below. Jurisdictions are grouped by state. 


ARIZONA Phoenix John S. Hall 

Scottsdale Associate Professor of 

Political Science 
and Director of Research 
at the Center for Pxiblic 
Affairs 

Arizona State University 

CALIFORNIA ' Huntington Beach Catherine Lovell 

Orange County Assistant Professor 

Graduate School of Admin- 
istration 

University of California 
(Riverside) 

Los Angeles Ruth Ross 

Los Angeles County Assistant Professor of 

Political Science 
California State Poly- 
technic University 

FLORIDA Jacksonville John De Grove 

Miami Director of the Joint 

Center for Environmental 
and Urban Problems 
Florida Atlantic-Florida 
International University 
assisted by Deborah Athos 
Joint Center for Environ- 
mental and Urban Problems 
Florida Atlantic-Florida 
International University 

IOWA Sioux City William 0. Farber 

Professor Emeritus 
Department of Political 
Science 

University of South Dakota 

MASSACHUSETTS Worcester Paul R. Pommel 

Senior Fellow 

The Brookings Institution 
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MINNESOTA 


MISSOURI 


NEW YORK 


NORTH CAROLINA 


OHIO 


SOUTH DAKOTA 


TEXAS 


Hennepin County 
Minneapolis 


St. Louis 

St. Louis County 


Greece 

Rochester 


Mount Vernon 
New York City 


Durham 

Raleigh 


Cleveland 
Cleveland Heights 


Sioux Falls 


Houston 


James E. Jernberg 
Professor 
Hubert H. Humphrey 
School of Public 
Affairs 

University of Minnesota 

George Wendel 
Director 

Center for Urban Programs 
St. Louis University 
and George Otte 
Research Associate 
Center for Urban Programs 
St. Louis University 

Sarah F. Liebschutz 
Associate Professor of 
Political Science 
State University of 
New York 

(College at Brockport) 

Julia Vitullo-Martin 
Associate Professor 
Center for New York City 
Affairs 

New School for Social 
Research 

David E. Price 
Associate Professor of 
Political Science and 
Policy Sciences 
Duke University 

James G. Coke 
Professor of Political 
Science 

Kent State University 
and Richard Tompkins 
Program Officer 
The Cleveland Foundation 

William O. Farber 
Professor Emeritus 
Department of Political 
Science 

University of South Dakota 

Victor E. Bach 

Research Associate 

The Brookings Institution 
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January 19, 1979 


Discussion Paper 
for 

BROOKINGS WORKSHOP ON 
CDBG EXECUTION AND PERFORMANCE 


January 31 - February 1, 1979 


We have had several discussion among our own staff group about the 
conceptual structure and plan for the conference January 31 February 1, 

1979. The ideas presented in this discussion paper are not meant to be a 
final or rigorous framework for the meeting. Rather they are intended to set 
forth some terminology and purposes for the conference which we hope will enable 
the conference to make progress in a logical and orderly way with a large and 
complex subject area. * 

We see the conference focusing on three related levels of assessment that 
involve: (l) execution , the way in which .jurisdictions carry out their planned 
CDBG programs (2) performance in terms of the output of CDBG programs and activities 
in relation to program objectives and local community development needs; and (3) 
effectiveness , which is a next level of analysis, that assesses the extent to which 
, the desired outcomes have been achieved in terms of costs and benefits . While the 
conference will involve all three levels, there will be varying degrees of 
emphasis on each. 

The Brookings Monitoring Studies Group has a strong interest ir 
ways in which a social science monitoring research network '’ati sv 
address questions of program execution. Our research’ 
has focused on planned activities and we are inter 
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for examining how well and how expeditiously local jvtrisdictions carry out their 
plans. We hope by the end of the first day to develops a framework to use on an 
exploratory basis to collect information from the associates on the execution 
of the CDBG program by sample jurisdictions . Our memorandum of January 15, 1979 
provides further explanation of the purpose of the first day’s discussion. 

To address HUD’s broader interest in the assessment of local CDBG performance 
in relation' to national objectives and local community development needs, the 
second day of the conference will be devoted to an exploration of the conceptual 
and methodological issues that must be resolved before one can examine program 
performance and effectiveness, Marshall Kaplan and other HUD officials will be 
asked to inform conference participants on current CDBG processes and data 
requirements, as well as to address the various types of program assessment issues 
contemplated in this discussion paper. We expect to concentrate on performance 
(see definitions above) and hope that Stephen Gale, Professor of Regional Science 
at the University of Pennsylvania, can address performance and effectiveness issues 
in describing the CDBG research which he is co-directing. Paul R. Dommel will 
discuss the monitoring methodology and its applicability to these issues . Paper 
presenters selected by HUD will comment on the major issues raised. 

We see three main tasks for the second day’s agenda. 

1. Definition of national objectives . How does one define objectives for a 
nrogram with objectives as broad and overlapping as the CDBG program. The legislation 
"the primary objective is the development of viable urban communities ■ 
decent housing and a suitable living environment and expanding economic 

"sons of low and moderate income." Sec. 101(c). 

— I- <-Mii!sxueratlon of the legislation has tended to focus on three 
purj)Oses--maxiBium feasible priority to activities which will benefit low and 
moderate j^po|ie^J*aMlies, aid in the prevention or elimination of slums or blight. 
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and other community development needs of a particular urgency. The law 
itself specifies eight national objectives. These are; 

1. The elimination of slums and blight and the prevention of 
blighting influences and the deterioration of property and 
neighborhood and community facilities of importance to the 
welfare of the community, principally persons of low and 
moderate income; 

2. The elimination of conditions which are detrimental to health, 
safety, and public welfare, through code enforcement, demolition, 

■ interim rehabilitation assistance, and related activities; 

3. The conservation and expansion of the Nation's housing stock in 
order to provide a decent home and a suitable living environment 
for all persons, but principally those of low and moderate 
income; 

4. The expansion and improvement of the quantity and quality of 
community services, principally for persons of low and moderate 
income, which are essential for sound community development 
and for the development of viable urban commtinities; 

5. A more rational utilization of land and other natural resources 
and the better arrangement of residential, commercial, industrial, 
recreational, and other needed activity centers; 

6. The reduction of the isolation of income groups within communities 
and geographical areas and the promotion of an increase in the 
diversity and vitality of neighborhoods throvigh the spatial 
deconcentration of housing opportunities for persons of lower 
income and the revitalization of deteriorating or deteriorated 
neighborhoods to attract persons of higher income; 

7. The restoration and preservation of properties of special value 
for historic, architectural, or esthetic reasons; and 

8. The alleviation of physical and economic distress through the 
stimulation of private investment and community revitalization 
in areas with population outmigration or a stagnating or 
declining tax base. 


Clustering of National Objectives 
Housing: 1,2, 3, 5, 6 

Neighborhood Conservation: 1,2, 3, 4, 5,6,7 
General Development: 1,2, 5, 7 
Economic Development: 1,5,8 
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Mary of these objectives, for example, numbers one and three, overlap. 

In addition, giving maximum feasible priority to activities which benefit 
low and moderate income families encompasses all of the national objectives. 

The seven objectives might be organized into somewhat different and 
more manageable categories for performance analysis. For example, it may 
be possible to distinguish three principal, though not necessarily mutually 
exclusive, goals of the CDBG program — (1) housing and neighborhood conserva- 
tion; (2) general development, and (3) economic development— on a basis 
which subsumes all of the objectives stated in the legislation. 

2. Clustering of activities into objectives categories . The second 
analytical task requires that a jurisdiction's CDBG program be disaggregated 
into its project components or activities which can be grouped to fit 
under the various national objectives. This has been done by HUD in its 
annual reports but with three problems still to be worked on. First, 

the reports tend to treat the seven national objectives as distinct 
categories when in fact they overlap. Second, they tend to focus on . 
planned activities rather than outputs . Third, they deal only with Inputs 
and do not consider the needs against which the outputs can be measured 
to determine progress. 

3. Measuring outputs . The third — and clearly most difficTxLt— task 
is the development of indicators and/or techniques which could be used to 
define and measure outputs for each category of CDBG activity. For . 
example, economic development might be seen as an activity with the outputs 

ig jobs and enhancement of the local tax base. A particular community's 
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program might involve converting a vacant plot of land into an industrial 
park for commercial or manufacturing use. Both Jobs and tax "base 
enhancement are the intended outputs. Actual outputs, however, require 
different data than what is contained in a CDBG application. 

We think the best way to get at questions involving the way in which 
one can measure actual outputs for variouis types of CDBG activities again 
involves disaggregating. Specifically, the agenda for the second day 
p 3 x>poses, following a discussion of goals and activities as a basis for 
performance assessment, that the conference divide into four working 
groups to consider certain activities in terms of: (1) the types of 
out -put measures (focusing on actual outputs) which could be unifoimly 
specified for this particular activity^ and (2) the question of who can 
and should provide such data, once some measure of consensus is reached 
on the type of uniform output and needs data sought. 

The use of discussion groups is a technique that has worked well in 
previo\xs conferences of the Monitoring Studies Group. The morning’s 
discussion will address the conceptual issues of defining the objectives 
of the CDBG program and clustering individual activities into objective 
categories. The groups will focus on the types and measurements of 
outputs for various program areas such as housing, economic development, 
community services and public works . Following these group sessions the 
conference will re-convene in full to receive reports from each group's 


chairpersons. 
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way of concluding comments, we see two themes for the conference — 
that it is exploratory and that we should he modest about ■vdiat can be 
achieved. In this spirit, our aims in conducting the conference will be 
to try to simplify and concretize within a framework such as that proposed 
here. 
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REPORT FORM 


STUDY OF CDBG PROGRAM EXECUTION 


The Brookings Institution 
Washington, D.C. 


Jurisdiction 
Associate 


Please make 2 conies of this report. 

Send one copy to: Paul R. Donmel 

The Brookings Institution 
1775 Massachusetts Avenue, N.W, 
-Washington, D.C. 200 36 

Retain the other copy for yourself. 




DEFItJITIONS OF PROGRAM CLUSTERS 


Ne i ghb orhood conservation : Programs to stabilize and/or conserve specific 
residential neighborhoods which have been undergoing decline through the 
concentrated use of housing, physical development, and community services 
activities. A conservation program would normally involve multiple activities. 


Economic develoranent : Industrial and commercial development efforts which are 
designed to enhance the local tax base and generate jobs. 


Housing oPTXjrtunities ; Use of CDBG funds for the expansion of the supply of 
housing on a basis which promotes an increase in the diversity and vitality 
of the community through the spatial de concentration of housing opportunities 
for low and moderate income families . These housing activities are normally 
not part of a multiple-activity neighborhood conservation program. 


General public improvements and services : General physical Improvements aimed 
at upgrading the local infrastructural system and the provision of public services 
related to the physical environment that are not specifically oriented towards 
economic development nor targeted to a particular neighborhood. 
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Jurisdiction 


Associate 


^/ervie^ of CDBG Program Execution 

1(a) How significant are each of these program clusters as a local objective 
associated with the CDBG program in your jurisdiction? 


Check one 
for each 
program year 


Neighborhood 

conservation 

1 2 3 


Housing 

opportunities 

1 2 3 


General public 
Improvements 
and services 

12 3 ^ 


Economi c 
development 

1 2 3 U 


Central 


Fairly important 
Important 

Present, but not of 
major importance 

Not Important 





1(b) 


progress in carrying out activities 
related to each of the program clusters listed below? Check one 

cluster, or if there are several distinct 
efforts within a program cluster distribute 10 points among the 

ment there may be one large project that hasn't moved beyond the^ 

large project that is nearly complete. 

In this instance you may wish to allocate 5 points for the restjonse 
major impasse" and 5 points for the response 
o major problems : smooth, rapid execution." MOTE : If program vear 
distiactioM ^ Important, feol froe to Indloa?^i II S^Sle! 


Neighborhood 

conservation 


No major problems: 
smooth, rapid execution 

No major problems; 
slow, but steady progress 

oe difficult problems, 
t>ut they seem solveable 

Serious problems: 
siajor impasse 


Housing 

opportunities 


General 

public 

improvements 
ana services 


Economic 

development 



Jvirisdiction 


Associate 


Rates of Stiending 

2(a) In the table below is some information on overall rates of spending 
taken from your second and third round CDBG reports. Please complet 
the table. 

Program year Percent of grant expended at the end of: 

Year 1 Year 2 Year 3 Year U* 


Year 1 

Year 2 NA , 

Year 3 MA NA 

Year k KA NA NA 


* Applicable only for those jurisdictions that have completed the 
fourth year. 


2(b) Rates of expenditure have frequently been mentioned as possible 
indicators of program progress. How would you characterize the 
usefulness of rates of expenditure as an indicator of progress 
in program execution in this jurisdiction: 


Very useful 
Somewhat useful 
Little use 


Please describe the advantages or disadvantages you see in the use 
of rates of expenditure as an indicator of progress in program 
execution. You may want to answer this question in reference to 
different projects and activities. 



Jurisdiction 


Associate 


Questions 3-6 ask for your assessment of program execution in eaoh oc +>,«. 
four program clusters-neighborhood conservation ^" 0 ^ 0 ^^ 

this jm-lsdlctlOTMracu'l^XJ.^''^^'’ dusters fcr ahloh 


3. Neighbo rhood Conserva ti nn 

3(a) In question 1 (h) you indicated the progress this iurisdictlon ho= 

SaT;=co^t°?ir?L^^°agSe”S'^5J^L‘°(cfla“fo?^^SLl’ir°'^ 

carrying out neighborhood conservation activities, 


3(b) 


»i°3t useful Indicators of local 

go^ss .ith regard to neiihiorhood conservation activi?ies< 
Mease co«ent, as appropriate, on the usefulness of 
perforce report data, rates of expenditure, f^equef^fand 
extent of reprograinming, auditor's r^rts, varlStefSom 
established in local plans or PERT sys?eS, “r 
anj- other available indicators you regard as useful 


3(c) HUD has asked for a hrtac ^ . 

conservation activities thaHSlsdStio neighborhood 
or two, describe the types of'’actfvte^ undertake. In a sentenc 
urea Of neighborhood cS^Ir^atlo^ Jurisdiction in tt 
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Jurisdiction 


Associate 


4.. Economic Develotment 

^ (fi) In question 1 (b) you indicated the progress this Jurisdiction has 
made in carrying out economic development activities. Now we would 
lilts you^to discuss the major reasons (e.g.^ level of experience, 
cooperation or non cooperation of line departments, etc.) that account 
for the degree of progress (or lack of progress) in carrying out 
economic development activities. 


4 (b) What would you say are the most useful indicators of local 
progress with regard to economic development activities? 
Please comment, as appropriate, on the usefulness of grantee 
performance report data, rates of expenditure, frequen’cy and 
extent of reprogramming, auditor*s reports, variances from 
milestones established in local plans or PERT systems, or 
any other available indicators you regard as useful. 


Me) 


^ has asked for_a_brief description of the types of economic 

+ activities that Jurisdictions undertake. In a sentence 

are^of econoM^ f activities of this Jurisdiction in the 

area oi economic development. 
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Jurisdiction 


Associate 


5. Housing Opportunities 

5(a) In question 1(b) you indicated the progress this jurisdiction has 

made in carrying out housing opportunities activities. Now we would 
like you to discuss the major reasons (e.g., level of experience 
cooperation or noncooperation of line departments, etc.) that account: 
for the degree of progress (or lack of progress) in carrying out 
housing opportunities activities. 


5(b) What would you say are the most useful indicators of local 
progress with regard to housing opportunities activities? 
Please comment, as appropriate, on the usefulness of grantee 
performance report data, rates of expenditure, frequency and 
extent of reprogramming, auditor’s reports, variances from 
milestones established in local plans or P!ERT systems, or 
any other available .indicators you regard as useful. 


5(c) HUD has asked for a brief description of the types of housing 

opportunities activities that jurisdictions undertake. In a sentence 
sentence^ or two, describe the types of activities of this juris- 
diction in the area of housing opportunities. 
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Jurisdiction 


Associate 


6. General Public Improvements and Services 

6(a) In question Xti) you indicated the progress this jurisdiction has 
made in carrying out general public improvements and services 
activities . Now we would like you to discuss the major reasons 
(e.g., level of experience, cooperation or noncooperation of 
line departments) that account for the degree of progress 
(or lack of progress) in carrying out general public improvements 
and services activities. 


6(b) What would you say are the most useful indicators of local 

progress with regard to general public improvements and services 
activities? Please comment, as appropriate, on the usefulness 
of grantee performance report data, rates of expenditure, frequency 
and extent of reprogramming, auditor *s reports, variances from 
milestones established in local plans or PERT systems, or any 
other available indicators you regard as useful. 


6(c) HUD has asked for a brief description of the types of general 
public improvements and services activities that jurisdictions 
undertake. In a sentence or two, describe the types of 
activities of this jurisdiction in the area of general public 
improvements and services. 



Execution of CDBG Pro.ieets 


Jurisdiction 


Associate 


7(a ) CDB3 Projects Experiencing the Greates* Progress 

Identify the three CDBG projects planned by this jurisdiction that, in 
your viev/, have encountered the least difficulty in execution and have 
experienced relatively smooth progress. In a narrative statement, briefly 
describe each project and indicate those factors that, in your view, 
account for its relatively smooth execuoion. 


7(b) CDBG Projects Experiencing the Slowest Prcsress 

Identify the three CDBG projects planned by this jurisdiction that, in 
your view, have encountered the greatest difficulty at the execution 
stage. In a narrative statement, briefly describe each project and 
indicate those factors that, in your ^-iew, account for the lack of 
progress in execution. 
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